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INNOVATION, SPEED, COMMITMENT. These .hree cenhol volues 


are the keys to General Mills' superior long-term growth record and prospects. Innovation is the 


principal driver of established business growth and new business development. Speed drives 


productivity gains. Commitment gives us the persistency to bounce back from disappointment, and 


drives our ability to deliver financial performance that ranks in the top 10 percent of major U.S. 


corporations. We have set aggressive goals for the balance of this decade. This report discusses our 


current position and excellent prospects for achieving our growth goals. 
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THE YEARS IN BRIEF 


Fiscal Year Ended 


In Millions, Except per Share Data and Percentages 

May 29, 1994 

May 30, 1993 

May 31, 1992 

Continuing Operations 

Sales 

$8,516.9 

$8,1 34.6 

$7,777.8 

Earnings after Taxes 

469.7 

506.1 

505.6 

Earnings per Share 

2.95 

3 10 

3.05 

Reiiirn on Average Total c apital 

15.8% 

18.4% 

206% 

Results After Discontinued Operations 

Discontinued Operations after Taxes 

$ 

$ 

$ UO.0.) 

Ac counting Changes 

.2 

- 

- 

Net Earnings 

469.9 

506.1 

495.6 

Net Earnings per Share 

2.95 

3 10 

2.99 

Average Shares Outstanding 

159.1 

163.1 

165 7 

Dividends per Share 

$ 1.88 

$ 1.68 

$ 1.48 


SALES 

/ m Pillion,* 



EARNINGS AFTER TAXES 

Ikrlluro in . Million,* 


563.4 556.8 



EARNINGS PER SHARE 

Dollars 


5 -Yr. CCR - IJ% 


3.45 3.50 



DIVIDENDS PER SHARE 

Dollar,* 



AFTER TAX 
RETURN ON CAPITAL 

Percent 

i-Yr.Ay, =21%' 

22.8 23 3 



RETURN ON 
AVERAGE EQUITY 

Parent 

v>r./Uy. = 

48.5 48.3 



I Results excluding unusual items B Results including unusual items 
*3Yr awi/Htund growth raft’s and average returns exclude unusual items 


/ W results imlude an unusual after-tax gam related pnmanlv Ur dispinuum of businesses 199.3 rrsuifs i-ntJudr an unusual after-tax charge related to productivity actions 
Wd results tru hide an unusual a.ffi t Ui\ charge related (ran improper pest wide substitution by an independent contractor in treating* at supplies see note two (,■ fJi-. 
constrlidated Imannal statements fat further tnformatnm 
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LETTER TO SHAREHOLDERS AND EMPLOYEES 


(lateral Mills financial results in fiscal 199-1 were disappointing. These results fell far short of our goat of 
U percent annual growth in earnings per share—a goal the company has met or exceeded consistently since our 
major restructuring in fiscal 198 X The shortfall was caused hy two major problems affecting our IMg G cereal 
business. I be balance of the company , excluding Big G, met the company's long-term growth goal. This annual 
report discusses the two cereal problems and the actions we base taken to deal with them, along with our growth 
strategies for the balance of the company. Based on these actions and strategies, we believe prospects for achieving 
our goat of 12 percent average annual earmngs-per-share growth over the remainder of this decade are excellent. 


Big G Cereals 

The firsi problem affecting Big G was escalating promotional 
activity by all competitors in the U S ready-to-eat cereal mar¬ 
ket This activity resulted in reduced profits and little change in 
market share It also generated increasing inefficiencies in using 
coupons and in-store promotions to deliver value to con¬ 
sumers, For instance, 98 percent of cereal coupons issued are 
thrown away and not redeemed, and roughly half of promo¬ 
tional expenditures do not reach consumers in the form of 
lower prices. Big G moved decisively to address the promo¬ 
tional escalation by eliminating S175 million annually in ineffi¬ 
cient promotional spending and delivering increased value 
directly to consumers by lowering prices on us largest brands 
by $110 million. Combined with a focused senes of product 
improvements, promising new products and marketing innova¬ 
tions, these actions are expected to restore Big G's profit growth 
in 199*3. So far, all the signs are positive, as our cereal pnees are 
coming down at retail and promotional activities by industry 
competitors are scheduled at substantially lower levels. Pages 5 
to 7 of this report discuss Big Gs action plan in greater detail, 
along with other initiatives throughout General Mills that 
demonstrate our commitment to delivering superior long-term 
financial results. 

The second major problem affecting Big G cereals and 1994 
results was the improper substitution of an unregistered pesti¬ 
cide during the year by a licensed independent contractor who 


treated part of the company’s raw oat supply. While the substitu¬ 
tion did not present any consumer health hazard, u did repre¬ 
sent a regulatory violation. We voluntarily halted shipments of 
affected oat-containing products and did not seek permission to 
ship affected inventories because the process required to secure 
regulatory approval provec so lengthy, it would exceed the 
product age limits we cmplov to ensure freshness in the market 
Production and shipment of our oat cereals was interrupted for 
a month-long penod in June and July By late July, the company 
resumed lull production ant shipment of oat-containing prod¬ 
ucts. Estimated costs associated with this problem, including the 
disposition ol aflccted inventories, are reflected in an unusual 
charge to 1994 earnings of >5 cents per share We are aggres¬ 
sively pursuing insurance recavenes 

Financial Results 

Earnings per share before unusual items m 1994 were $3.50, 
up 1 percent from $3,45 a vear earlier Net earnings per share 
were $2.95, including the "5-cem unusual charge Prior-year 
net earnings per share were $3.10 The year-end market price 
of General Mills shares was $54,50, down 16 percent 
Dividends per share increased 12 percent to $1.88, a payout 
of 54 percent of earnings before unusual items and the 29th 
consecutive year ol dividend growth The company remains 
committed to increasing dividends in line with long-term 
growth in earnings per shire, with a target of paying out 
50 percent of earnings 







Over ihe last five years, General Mills' share price has grown 
at an 11 percent compound rate and dividends have doubled. 
Thus, total return to shareholders has increased at a 14 percent 
annual rale over this period, outpacing the 11 percent com¬ 
pound annual return by the SiSrP 500 stock index 

Performance Review 

Despite disappointing cereal results; significant achievements 
were recorded in the balance of the company. 



> Aloof of General Alillo current buoineooeo demonotrated contin¬ 
ue d unit and profit growth. Excluding cereals, Consumer Foods 
unit volume was up 5 percent, with growth from established 
brands and strong volume contributions from innovative new 
products Earnings growth exceeded the company’s long-term 
goal Market shares were increased or sustained tn most major 
categories including cereals 

Red Lobster had an excellent year with very strong profit 
growth Ibis performance was driven by the substantial 
improvements made during the past several years to Red 
Lobsters menu offerings, service and dining atmosphere. The 
Olive Garden had a decline in its annual profits, Now 10 years 
old. The Olive Garden is in the process of going through the 
same son of concept updating that Red Lobster has executed so 
well periodically throughout its history 

► AV u* buoineooeo deoujned to be major contributor* to future growth 
made continued good progrcoo. Cereal Partners Worldwide 


new markets during the year Snack Ventures Europe, a joint 
venture with PepsiCo Foods International, also achieved vol¬ 
ume gains and expanded beyond us original six European mar¬ 
kets into Italy And China Coast, the company’s Chinese 
dinnerhouse restaurant concept, began Us national expansion. 
Development spending for CPW. China Coast and other ven¬ 
tures totaled S 49 million (15 cents per share i m 1 994 the same 
as m 1993. Spending is expected to remain near that level in 
1995 and begin declining in L996 

► General Atillo people fount) wayo to improve productivity 
oiijnitleantly, benefiting operationo throughout the company. 
Bett\ Crocker Products, Gold Medal. Yoplait and Red Lobster 
were among those divisions whose increasing productivity 
contributed to margin and earnings growth in 1994 
Additional productivity initiatives launched during the year 
will contribute to earnings growth in future years: 


(CPW\ the company’s |oint venture with Nestle, S.A . posted 
volume and share gains in existing markets, and entered live 


LEADING MARKET 

POSITIONS 





im 

CtiUtfory Sabs 

('mill 

. Uarktl 
PiKUtunt 

199-1 Retail 
DM tar Stfti/Y 

+/- 

1990 

Consumer Foods 

Rill Cereal* 

$9,000 

2 

29% 

+ 2 pts 

Refrigerated Yogurt 

1,500 

2 

25 

+ 5 

Dessert Mixes 

1,100 

i 

48 

+ 5 

Frozen Seafood 

700 

2 

22 

+ l 

Gram Snacks 

625 

1 

23 

+ 12 

Microwave Popcorn 

550 

2 

35 

+ 10 

Family Flour 

445 

1 

43 

+ 2 

Dinner Mixes 

410 

1 

79 

+ 12 

I rutt Snacks 

410 

1 

60 

+11 

Potato Mixes 

340 

1 

54 

+ 8 

Restaurants 

Full-service Italian 

6,200 

1 

17 

+ 7 

Full-service Seafood 

5,400 

1 

29 

+ 4 


Management Changes 

During the year, Steve Sanger was elected president of the 
company. Charlie Gaillard was elected vice chairman and a 
member of the board of directors. Jelf O’Hara, president of Red 
Lobster, and Ron Magruder, president of The Olive Garden, 
were each named executive vice presidents ol the company 
Ted Cush more, president ol Gold Medal, |on Finley, presi¬ 
dent of China Coast, Gary Rodkin, president of Yoplait. Jell 
Rotsch, president of Betty Crocker Products, and Blaine 
Sweatt. president of Restaurants New Business Development, 
were each named General Mills senior vice presidents 
Ken Thome was named senior vice president. Financial 
Operations He succeeds Tom Nelson, who retired from 
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General Mills m December Wv)3 after a distinguished 38-year 
career Steve Dementi, senior vice president of General Mills, 
was named chief executive officer of C'.PVV by the joint v en¬ 
ture's board of directors 

Future Outlook 

Looking ahead, we believe General Mills prospects for achiev ¬ 
ing differential earnings growth with continued high returns 
remain excellent As mentioned earlier, our goal for the bal¬ 
ance of this decade is to grow earnings per share at a 12 per¬ 
cent compound rate 


1994 2000 EPS GROWTH FACTORS 

EPS Growth Goal 

12% 

Growth Factors 


Unit Growth 

32% 

ROS Improvement 

38 

Stock Repurchase 

to 

Toul 

100% 


The key factors necessary to achieve this growth are 

► strong unit volume growth in Consumer Foods, averaging 
5 percent annually; 

► combined new unit expansion by Red Lobster The Olive 
Garden and China Coast at an average 8 percent annual rate, 

► the swing to profitability by CPW and China Coast, and 
accelerating earnings growth by Snack Ventures Europe: and 

► continued productivity gains in every pan of the company* 
which will help further improve return on sales (ROS) from 
h.3 percent before unusual items m W4 to a targeted mini¬ 
mum ol 7 5 percent by the year 2000 

The recently enacted federal corporate tax-rate increase will 
restrain our growth somewhat, while continued share repur¬ 
chases will contribute to our earnings per share growth 

We will continue to support the excellent internal growth 
opportunities our businesses provide with significant levels of 
fixed-asset investment Following a period of major expansion 
in food manufacturing capacity, planned fixed-asset additions 
will decrease from the $1 88 billion invested Irom 1W2 
through W4 to an estimated SI 37 billion over the next three 
years These investments will include productivity initiatives in 
Consumer Foods along with a minimum of 300 new restau¬ 


rants The leveling of fixed*asset investment Irom peak levels 
increases our ability to use rr ore ol our cash flows for our stock 
repurchase efforts 

General Mills has a long hstorv of dealing decisively, directly 
and successfully with business problems, which arise virtually 
every year in one segment of the company or another Red 
Lobster, Yoplatl and Gold Mi dal represent businesses that expe 
noticed major performance issues at some point in recent years 
In each instance, the problems were successfully resolved and all 
three operations posted excellent results m IW We believe 
our current profit issues will respond to the same type of deci¬ 
sive actions that successfully icsolvcd these earlier problems 

Consequently, we expect our earnings progress to resume in 
IW5. restoring momentun toward our long-term financial 
goals The lirst quarter will show an earnings decline as com¬ 
pared to last year due to a significant decline in shipments ol 
oat-containing products related to the problems cited earlier, 
with results improving as Lhe year progresses 

The ultimate basis for our confidence in the company's 
strong future growth prospects is the collective innovation, 
speed and commitment of General Mills people We thank 
them for their dedication and continuing commitment to 
superior results 


Sincerely. 


o 

H B Atwater. Jr 

Chan man und Min*/ Ewiufivr 0//«e» 



Stephen W Sanger 
President 
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Mark li Willes 
Vue Chairman 


|oc R Lee 
W e Chairman 


Charles W Gaillard 
We (fuiirman 


August 3 , N04 











COMMITMENT TO RESULTS 


General Mills commitment to shareholders is la deliver financial results lha! place tie in the tap 10 percent a! 
majar l\S. corporations. Inherent in this commitment are the intensity la innovate continuously and the 
persistency to bounce hack from disappointments when they occur. Outlined below are examples of how the 
commitment of General Mills people will create differential bmp-term growth and returns for our shareholders. 


Better Value, Better Profits 

The company s primary objective is to provide competitively 
superior products and services that satisfy today's value-con¬ 
scious consumers. In the current environment, meeting this 
goal requires strategies that deliver value to consumers as 
directly as possible 

For example, the Big (r cereal division took major steps 
during the past year to enhance direct consumer value and 
business profitability In doing so, Big G broke from the recent 
industry practice ol periodic price increases that were discounted 


back to the consumer through escalating levels of coupons and 
promotions. Over the past several years, coupon values ol SI or 
more became common in the cereal category, and in-siorc pro 
motions frequently included ‘ buy one, get one tree' offers As a 
result, roughly oO percent ol cereal purchases Iasi year were 
made with a coupon or some form of in-store, promotion 

Reflecting this escalating promotion. Big G couponing and 
trade promotion expense grew from 20 percent ol sales in 
loo 1 to 28 percent m Bui because of the inefficiencies 

inherent in coupon distribution and price promotions, only 
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SpetJ, Commitmrnt 


a portion of cereal manufacturers promotional spending 
reached consumers 

Big G set a course to deliver greater value directly to con¬ 
sumers. In November 1993. the company added 25 percent 
more fruit and nut pieces to five popular brands at no change 
in pnee One month later. Big G lowered prices and promo¬ 
tional spending on selected large-size packages of three differ¬ 
ent cereals And in April, Big G announced plans to eliminate 
more than $175 million of inefficient promotional spending, 
or roughly 30 percent of its 1994 coupon and trade promotion 
expense, and deliver value directly through price declines on 
brands representing about 40 percent of annual volume In all, 
Big Gs actions encompassed more than half of its cereal line 
Lower prices have now been reflected by the majority of our 
major grocer)’ accounts, so better values are available to con¬ 
sumers at ever)’ purchase Big G will also continue to suppon 
its product line with coupons and store promotions. Given its 
new lower prices, ihe frequency and level of those discounts 
will he moderated. 

By providing more consistent value while reducing the inef¬ 
ficiencies of us couponing and promotional programs, Big G 
expects lo improve its profitability beginning in fiscal 1995 To 
increase volume and market share, Big G is intensifying its 
locus on established product improvement, new product inno¬ 
vation and effective marketing With this renewed focus on the 
business-building fundamentals, we believe the outlook lor 
Big G and the cereal market is excellent 

General Mills’ other food operations have demonstrated the 
same innovative energy to deliver superior results and more 



direct consumer value For example, Betty Crocker has dou¬ 
bled its earnings since 1990 through a 43 percent increase m 
unit volume, significant productivity gains and virtually no 
increase in pricing In 1991 Yoplait reduced prices, moder¬ 
ated promotion spending, ard intensified its focus on product 
innovation, aggressive consumer marketing and continuous 
productivity improvement Driven by the combined success of 
these actions to increase volume and margins, Yoplaii’s retail 
volume has increased 49 percent and earnings have more than 
quadrupled since 1992. 

A Superior Dining Experience 

General Mills restaurant operations are committed to deliver¬ 
ing a competitively superior dining experience This requires 
continuous improvement in all aspects ol their food, service 
and dining atmosphere 

Red Lobster, now in its 2 v th year of operation, had seen a 
decline in guest counts and flattening earnings in 1993. In 
response. Red Lobster took significant actions in 1904 that 
have refreshed ihe concept and generated strong profit growth 
The updating included a new menu emphasizing quality, fresh¬ 
ness and interesting tastes, and a new decor that creates a warm 
and casual "wharfside" atmosphere Servers now work in teams 
that share responsibility for p .inions of the dining room, result¬ 
ing in faster service for guests Servers also handle payments on 
guest checks, replacing the less-convenient arrangement of sep¬ 
arate cashiers Surveys show guests overwhelmingly view these 
changes as added value to their dining experience. 

Red Lobster is also taking actions to ensure that its food 
offerings represent good valve to guests Dinner eniree prices 
have not been increased sirce March 1991. as productivity 
gains have successfully offset higher ingredient costs Well- 
advertised product promotions, such as "Lobster and 18 
Shrimp" and Lobsicrfesi , augment both value and variety, In 
addition, on a regional basis Red Lobster has employed a value 
menu featuring a strong sclec ton of dinner entrees under $ 10, 

As a result of all these effots. Red Lobster in 1994 recorded 

a 23 percent increase in operating profits, driven by growth in 

< Red Lobster aggressively markets a variety of limited-lime promotions 
that offer value-conscious consumers quality seafood at attractive prices 






> Regional consolidation of corrugated packaging purchases with 
several key suppliers is resulting in increased efficiency for all partici¬ 
pants and significant cost savings for the company. Pictured are Sharon 
Beduhn. General Mills Purchasing, and Ed Murray, senior national 
accounts manager for Weyerhaeuser Paper Company. 

guest counts and average unit sales; increased returns; and a 
record market share Tins strong momentum puts Red Lobster 
well on track to reach its long-term growth goals 

The Olive Garden Italian restaurant, which experienced its 
first profit decline in 1994 after six consecutive years of rapid 
growth, is committed to restoring earnings momentum In 
June 1994. The Olive Garden initiated a senes ot actions to 
refresh its dining experience and surpass guests’ expectations 
in an increasingly competitive casual dining segment These 
actions include a new menu featuring more distinctive foods 
and greater use of fresh, seasonal ingredients Additional 
changes to enhance service and atmosphere, all supported by 
increased consumer advertising, will he implemented in 1995. 

Companywide Productivity Gains 

Continued productivity improvement throughout General Mills 
is key to our ability to deliver product quality and value while 
increasing earnings. Productivity gains have helped increase 
our return on sales from 5 6 percent in 1989 to 6 5 percent 
before unusual items in 1994 Initiatives now under way will 
support continued improvement in ROS toward our minimum 
goal of 7 5 percent by 2000. 

Consumer Foods has a goal of reducing manufacturing and 
distribution costs as a percent of sales from 20 percent in 1990 
to 17 percent by the sear 2000, a pre-tax savings of $250 mil¬ 
lion Approximately one-third 
of this savings has already 
been achieved 
Our expectations for contin¬ 
ued improvement arc based in 
part on our opportunities to 
maximize utilization of manu¬ 
facturing capacity added in 
recent years. This includes 
new cereal plants in Coving¬ 
ton, Ga., and Albuquerque. 


NEW CEREAL CAPACITY 
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N.M., and a new mix plant m Toledo, Ohio The company also 
has increased production capacity by adopting high-perfor¬ 
mance work systems, where teams of self-directed employees 
share responsibility for all aspects of production. For example, 
converting to high-performance work methods has increased 
the capacity of existing cereal lines by more than 10 percent with 
minimal fixed-asset investment As BtgG lills new capacity with 
normal growth over the next several years, cereal productivity 
will increase substantially 

The company is also implementing actions to strengthen 
supplier partnerships and consolidate purchases ol materials, 
equipment and services across the whole of its Consumer 
Foods and Restaurant operations. These consolidated pur¬ 
chasing initiatives contributed cost savings of $12 million in 
1994, and are projected to contribute over four times that 
amount by 1996. 

Our Restaurant operations have achieved productivity gains 
by streamlining organizations and adopting management 
information systems designed to maximize food production 
and labor-hour efficiency Eliminating separate cashiers at Red 
Lobster has simplified operations and will contribute cost sax 
ings of $12 million annually. Initiatives like these will allow 
Restaurants to continue offering exceptional menu value while 
maintaining or improving returns on sales. 

The preceding examples are representative ol broad efforts 
undei way in even* part ol General Mills Our collective com¬ 
mitment is to innovate relentlessly in all of our markets, to act 
quickly and decisively when problems arise and to deliver 
superior long-term results 
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CONSUMER FOODS sales grew to $5.55 billion in 1994, a 4 percent increase excluding revenues from 
European snack businesses no longer consolidated. Domestic packaged foods unit volume increased 3 percent, and 
market share positions were sustained or increased in most of the company's ma|or lood categories. Operating profits 
before unusual items were restrained by the cereal market promotional escalation and declined I percent to $800 
million The major actions taken by Big G to resolve the promotional escalation issue aie discussed on pages 5 and ri 
► Big G Cereals Pound volume lor the U.S. ready-to-eat cereal market grew more than 5 percent, driven primarily by 

new product activity Consumer purchases of Big G cereals also increased 5 percent, nearly 

UNIT VOLUME GROWTH 

I matching the markets growth, anti the company's dollar market share was 29 1 percent, vir- 

* 3 tually even with last year's 29.2 percent share. Annual unit volume rose I percent as trade 
inventories declined ► Marketing innovation and continuous product improvement drove 
volume growth for established cereals Effective advertising that reinforced 
Kix cereals appeal to both kids and parents helped the 57-year-old brand achieve a 7 per- 
L cent volume gain Significant improvements were made to several brands, including 



The Fundamental,* of If rand Building 


TO GENERATE CONTINUE E* GROWTH in volume ond morket 
share. Big G is intensifying its fc*cus on the fundamentals that build 
brands continuous product improvement, new product innovation 
and effective marketing New batter-tasting, crispier Cheenos and 
an improved Wheatie s with a nrilder whole gram flavor began 
arriving on grocers' shelves in late summer, the first of several major 
product improvements planned n 1995 The company's newest 
brands, Reese’s Peanut Butter Pc fh and Sun Crunchers cereal with 
sunflower seeds on hearty corn and whole wheat flakes, represent 
distinctive new tastes in the cereal aisle Medio spending 
to support Big G's strong produ< t 
is being increased in 


1995, and effective 
new advertising has 
been developed for 
major brands These 
actions are the keys 
to further differentiat¬ 
ing Big G's product 
line from competitive 
offerings 
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CEREAL PARTNERS WORLDWIDE, 

the company's joint venture with 
Nestle, continues to strengthen its 
position as the world's No. 2 cereal 
company outside the United States 
and Canada For the 12 months end¬ 
ed March 1994, the period included 
in General Mills' fiscal-year results, 
CPW unit volume increased 24 percent and sales grew to nearly $390 
million. In the United Kingdom, CP-UK challenged for the No. 2 share 
position with good performance from its core Shredded Wheat and 
Shreddies brands Original European markets showed continued 
double-digit growth, although the rates of increase were lower than 
in recent years CPW again paced growth and reported share gains 
in each country. The company completed its first full year of operation 
in Mexico, Germany and the ASEAN markets in the southwestern 
Pacific. With operations now expanding to Switzerland, Austria, Belgium, 
Greece and Chile, CPW competes in markets accounting for 75 percent 
of cereal consumption outside North America This represents good 
progress toward CPW's goal of $1 billion in sales by the year 2000. 


CPW ORIGINAL MARKETS 

199) Category Volume 
tMetru' Tono in 000o) 

Category 

Growth 

Entered 

Market 

199) 

Share 

Share 

*/- Year Ago 

United Kingdom 

332 

4% 

Ian. 91 

16% 

4-0 ptS 

Prance 

72 

15 

Jan. 91 

17 

+2 

Spam 

26 

12 

Jan. 91 

11 

"4- 1 

Portugal 

-T 

/ 

12 

Jan. 91 

46 

+3 


MAJOR 

EXPANSION MARKETS 




J993 Category Volume 
(Metric Toil* ui ( XX)o) 

Entered 

Market 

latest Tertod 
. l/arket Share 

Share 

*/- Year/[go 

Italy 

14 

Jan 92 

11% 

•ft pis 

Mexico 

77 

Sept 92 

11 

*3 

Germany 

no 

Jan 93 

6 

+3 
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Lucky Charms and five adult cereals that were enhanced to include 25 percent more fruit and nut pieces. Improvements 
to Chccrios, Wheatics and several other key brands in 1995 will help sustain Big Gs established product vitality. ► 
Distinctive cereals introduced in recent years also achieved volume gains. These included Multi-Grain Cheerios , the latest 
addition to the cereal markets leading brand franchise. Two new children’s cereals, Sprinkle Spangles and Hidden 
Treasures , were introduced during 1994 and both contributed incremental volume. Fingas cereal, designed to be eaten 
dry tor breakfasts on the run, did not meet expectations and was discontinued > Current new product activity is 
tightly focused on introducing differentiated cereals with strong taste appeal Reeses Peanut Butter Puffs cereal 
entered distribution in May and initial market performance 
is strong. Sun Crunchers , an innovative entry* in the adult cereal 
segment, will begin entering stores in late August. Additional new 
products are in development. > Today, cereals arc a part of just 30 
percent of all breakfast occasions, up from 25 percent a decade ear¬ 
lier. With population growth focused in the child and older adult 
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segments, where cereal consumption is highest, and with consumers' interest m comenience. nutrition, variety and 
value increasing, the outlook for both the U $ cereal market and Big G remains excel ent. ► Betty Crocker Products 
While competitive activity was high in the dessert, snack and dinner mix markets. Betty Crocker achieved significant 
productivity gains and recorded another year of excellent earnings growth Unit volume rose 1 percent, with continued 
growth from established lines and nearly half of total volume generated by products developed in the last five years 
Betty Crockers strong market positions were maintained or increased in most key categories ► Superior product qual- 


BETTY CROCKER PRODUCTS 
UNIT VOLUME GROWTH 



90 91 92 93 94 
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tty and marketing innovation drove volume growth. Hamburg/ Helper dinner mix volume 
increased h percent on the strength of effective new advertising and good consumer 
response to hearty Homestvle varieties introduced Iasi fall New bruit Roll-Ups Sciret Pictures 
with press-out cartoon shapes and Gushers Sour Betty Blast helped boost volume for these 
popular fruit snack lines 6 percent. Nature Valley granola bir volume grew with the addi¬ 
tion of new low-fat varieties. Ongoing actions that wall sup xm continued volume growth 
lor established lines include the current introductions of improved Creamy Deluxe rcady-to- 


A l) is 1 1 m g u ir be d Record of Product / n n or a t i o n 


BETTY CROCKER has an excep 
honal record of new product 
success. Annual unit volume has 
increased at a 10 percent com 
pound rate since 1989, with new 
products accounting for an impor 


font port of that growth each year 
Some of these innovations extend 
existing franchises For example, 
new Creamy Chilled Desserts 
represent a distinctive addition to 
Betty Crocker's dessert line, offer 
ing consumers several favorite 




refrigerated desserts with 
the convenience of o pre¬ 
pared mix Cheerios Snack 
Mix pairs the popular 
O shaped cereal with 
whole wheat squares, 
cheese crackers and pret 
zels for a great tasting 
new selection in the 
snack aisle And Fruit 
String Thing wraps the 
great taste of Betty 
Crocker fruit snocks 
into a fun new shape Other 
product innovations create entries 
into new market segments Potato 
Shakers dry seasoning mixes turn 
fresh potatoes into oven-browned 
potatoes And Pop Secret Pop 
Chips represent a new idea in 
snacks—mode from popcorn. 


they are 65 percent lower in 
fat than regular potato chips 
Additional new product activ¬ 
ity planned in 1995 should 
help sustain Betty Crocker's 
momentum 














spread frost ings and SupcrMoist layer cakes, innovative new varieties of Helper dinner mixes and a four-flavor Cheddar 


Classics line of specialty potatoes. Distinctive additions also are being made to various snack lines, including R ollerhlade 
shaped fruit snacks and two cheese varieties of Pop Secret microwave popcorn ► Gold Medal Annual LAS per capita 
flour consumption increased to 143 pounds in calendar 1993. The markets family (lour segment declined slightly but 
bakery [lour volume continued its long-term growth, driven by increased away-from-home eating and expansion of in¬ 
store bakeries. General Mills’ family flour brands achieved 9 percent volume growth and their highest market sham in 
six years by reducing promotional spending and prices while maintaining merchandising effectiveness. Baker) Hour 
operations also had a good year, despite short market supplies of high-quality wheat. ► Bisejuick remained the varien 
baking mix category's leading brand in 1994 but volume was lower, reflecting aggressive competitive activity. The Gold 
Medal and Rohm Hood Smart size pouch baking mix lines posted good volume growth due to expanding distribution 
and the addition of new varieties. Bac*Os volume also grew on the strength of distribution gains. ► Yoplait-Colombo 
Volume in the refrigerated yogurt category grew 9 percent, driven by new product activity, a growing childrens market 
segment, and consumers' continued interest in nutrition and value. Yoplau led the market with 21 percent volume 
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growth, and increased its dollar market share to 22 percent. Continued prod¬ 
uct innovation from Yoplait and the acquisition ol the C olombo refrigerated 


'jjjjum*: 


and frozen yogurt businesses will help sustain momentum ► Gorton's I rozen 


seafood category volume declined 5 percent, but increased new product activity 


and stable costs are improving the market outlook. Gortons recorded its third 


consecutive year of earnings growth on the success of new products elicit as Garlic 


and I letb breaded fillets and Value Pack Mini Fish sticks, improvements to established lines and strong productivity ini 


natives ► Foodservice l nil volume for Foodservice operations rose 4 percent, with double-digit growth in both cereals 
and snacks. The introduction of Gold MoLil Dessert Bar Mixes helped Foodservice sustain its leadership position in bak¬ 
ing mixes ► International Foods Unit volume increased 7 percent lor General Mills Canadian food operations, with 
cereals, dinner mixes and snack foods each recording gains Dessen volume matched last year's and key products 


recorded market share increases. General Mills export operations focused efforts on broadening dessert mix business in 
Europe and expanding distribution oi snack products. In June 1404. the company sold its 30 percent interest in a flour 


Cinnamon 
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yogurt became a bigger busi¬ 
ness for Genera! Mills in 1994, 
as Yoplait achieved excellent 
growth and the acquisition of 
Colombo provided strong entries 
into major new market segments. 
Yoplaifs dollar share of the $1.5 
billion refrigerated yogurt market 
grew to 22 percent The share 
gain reflected the impact of 


meaningful improvements to 
established products, including 
reformulation of Light Original 
Yoplait and the addition of Light 
Custard Style , which boosted 
total Light volume 25 percent. 

The success of distinctive new 
lines such as Crunch 'n Yogurt 
also contributed to Yoplait's share 
gain. Colombo refrigerated 


yogurt holds strong share posi¬ 
tions in the Northeast, comple¬ 
menting Yoplait's geographic 
strength in Central and Western 
markets, In addition, Colombo is 
a leader in the soft-frozen yogurt 
category, where combined manu¬ 
facturers' sales total $400 million. 
Colombo also holds a strong 
No. 2 position in the superpremium 


REFRIGERATED YOGURT 
DOLLAR SHARE 



90 91 92 93 94 


I Yoptad * Coli'rnbo 


It 



segment of the $300 million 
retail market for hard-pack 
frozen yogurt. Plans call 
for aggressive efforts to 
market and grow both 
of these high-quality 
yogurt brands. 


A Growing Yogurt B no i nr,to 


milling venture in Panama. ► Efficient Consumer Response General Mills continued to expand efforts supporting 
Efficient Consumer Response (ECR), the grocer}’ industry's strategy to increase efficiency throughout the supply chain 
According to a study sponsored by several industry’ trade associations, ECR could yield S30 billion in cost savings, $10 
billion in the dry grocery segment alone. ECR envisions computer-linked management ol information, inventory’ and 
invoices between grocery customers, food manufacturers and raw material suppliers. General Mills increased its capabil¬ 
ities for conducting business electronically in 1994, and also installed a powerful new companywide integrated infor¬ 
mation system. General Mills also expanded its participation in continuous replenishment inventory management 
Grocery’ customers representing 14 percent of annual Consumer Foods volume now provide computer-based inventory 
and sales records directly to the company: and company sales staff manage product ordering for them. This program, 
which has resulted in higher sales volumes, lower costs and significantly increased inventory turns in initial tests, is 
available to all compatible accounts and will include customers representing 30 percent of volume by the end of 199 3 
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RESTAURANTS sales grew 8 percent to $2.96 billion, and operating profits increased 3 percent to $219 million 
despite disappointing results at The Olive Garden and unusually harsh winter weather that dampened restaurant traffic 
in much of the country. Together, Red Lobster, The Olive Garden and China Coast added a net 11 5 new restaurants 
during 1994. lor a total of 1.158 company-owned units in North America at year end. > Red Lobster Red Lobster had 
an outstanding vear with strong profit growth, reflecting the success of strategic actions taken to update the concept. 
Combined sales in North America rose 5 percent and average unit sales grew f 2 percent. U.S. operations posted a 


/ percent sales increase, and average unit sales grew to $2.9 million despite the increasing number of small-market 
restaurants in the chain. Flavorful and distinctive new menu items, improved service, high-value product 



promotions, and an inviting, new interior decor all contributed to increase Red Lobsters 
leading share ol the seafood dmnerhouse segment from 27 to 29 percent During 
1994, 38 new units opened, for a total of 618 U.S. restaurants at year end, and 
75 units were remodeled. In Canada, total sales were lower due to the closing of 
1 3 restaurants in May 1993 as pan of the company's restructuring actions, but earnings 
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ORIENTAL FOOD is one of 
America's favorite cuisines, and 
the Oriental dinnerhouse cate¬ 
gory is a $6.4 billion market. 
Today, this market is highly 
Fragmented with no national 
competition. General Mills' 
newest restaurant concept, 
China Coast, has a goal of 
becoming consumers' favorite 


Chinese dinnerhouse by offering 
food, atmosphere and service 
that exceed guests' expectations. 

Chino Coast completed 
1994 with 25 units located in 
Florida, Indiana, Texas, Ohio, 
Michigan and Arizona. Despite 
variability in individual markets, 
China Coast's overall results 
were on pace with expectations. 


china coast market expansion 


» , VLrkd.' 

1 E\piin.'itm .UnrkcL' 


In 1995, plans call for faster 
new unit expansion. New 
restaurants now include o dedi¬ 
cated service area for take out 
business, which has performed 
well in initial units. China Coast 
is focused on building dinner 
traffic, and Further improving 
guests' dining experience 
and store-level operations. 


C h i n a C o a t li c g i n •* E x p ti n .» / o n 


for the 37 remaining units improved, > Red Lobster is currently testing additional menu, decor and service enhancements 
to build on the success ol its recent updating. In 1995, plans call lor remodeling an additional 130 restaurants and opening 
40 new units in the United States. ► The Olive Garden Results for The Olive Gardens North American operations did 
not meet expectations. Sales grew 12 percent on the strength of continued rapid new unit expansion. However, guest 
counts and average weekly sales declined 4 percent, reflecting the need to begin updating the .dining experience. As a 
result, operating profits were lower in 1994. following 58 percent compound annual growth 
over the previous four years, In the United States, the company opened 37 new restaurants 
for a year-end total of 436 units. Average annual unit sales were $2.6 million. In Canada, 
where the company opened one new unit for a total d 22 restaurants, performance mir¬ 
rored U S. results > The Olive Garden, leader in the Italian dinnerhouse segment, is taking 
extensive actions to refresh guests" dining experience. The initial phase of these efforts puts 
strong locus on offering more distinctive food. A rotation of four seasonal menus will 
provide guests with increased variety and showcase Iresh ingredients, In addition. 
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lift Olive (i a r A t n Actio n Plan 


specialized training programs that emphasize food preparation and presentation have been developed for restaurant man¬ 
agers. Actions designed to update The Olive Gardens signature Hospitaliano! service and interior decor are currently being 
tested and will be implemented later in 1995. Increased levels of network television advertising will work in combination 
with local marketing efforts to communicate these enhancements > In 1995, The Olive Garden expects good 
profit growth The company plans to add at least 40 restaurants in the United States, and will expand its test 
of T/ic Olive Garden Cafe. This test explores the opportunities for operating a limited-menu cafe in the food- 
court settings of regional shopping malls, with units serviced from nearby full-size restaurants. Two test 
units are open and plans call for adding up to 20 more in 1995. > Outlook Growth prospects for 
General Mills’ casual dining restaurants remain excellent. Casual dining is the industry's fastest-grow ing category, and 
that good growth is expected to continue with the strong population increase in the 40-to-60-year-old group, the most fre¬ 
quent visitors to casual dining restaurants. In addition, chain restaurants hold just a 22 percent share of the full-service 
restaurant market, compared to a more than 00 percent share of the fast - food/quic k-service segment. This gives strong, 
expandable concepts like Red Lobster and The Olive Garden opportunity to increase their leading market positions. 


AT the olive Garden the fresh new ingredients, flavors and 
recipes represented in their new, seasonal menus are summed up 
in a single word: "Freshissimo" The summer menu introduced in June 
features distinctive new dishes like Capellini Pomodoro, angel hair 
pasta topped with fresh Roma tomatoes and fresh basil; or Salad 
Pizza, a warm three-cheese pizza topped with a crisp, cool Caesar 
salad. To help foster Freshissimo," everyone from the managers to 
the servers and kitchen staff is becoming an expert in the preparation 
and presentation of these distinctive Italian dishes. Their efforts are 
being supported by a new television advertising campaign emphasizing 
all that's new and fresh at The Olive Garden This enhanced focus on 
food is just one phase of The Olive Garden's action plan Tests are now 
under way to confirm the appeal of a new interior decor and enhanced 

service programs. 
Together, these 
actions are designed 
to set a new standard 
for guests' dining 
experience. 




MANAGEMENT DISCUSSION OF RESULTS OF OPERATIONS AND FINANCIAL CONDITION 


General Milk' financial goal is to achieve performance that places us in the top 10 percent of major American 
companies, ranked by the combination of growth in earnings per share and return on capital. Over the past five 
years , our earnings per share have grown at a 15 percent compound rate and our a fter-tax return on capital has 
averaged 21 percent, both before unusual items. Meeting our financial objectives is the key to providing superior 
returns to shareholders. 


of Opmohon* 

In 1994, sales rose 5 percent to $8.52 billion. Earnings per 
share from continuing operations were $2.95 compared to 
$3.10 in 1993. After-tax earnings were $469.7 million com¬ 
pared to $506.1 million a year ago. Results for 1994 include 
an unusual after-tax charge of $87.1 million, or 55 cents per 
share, to cover estimated costs associated with the actions of 
an independent licensed contractor who made an improper 
pesticide substitution in treating some of our oat supplies. See 
note two to the consolidated financial statements for further 
discussion. We voluntarily suspended production and ship¬ 
ments of oat-containing products for a period of time during 
the first quarter of 1995 while resolving this issue; therefore, 
there will be a negative impact on 1995 first-quarter volume 
and earnings. There was an unusual net after-tax charge in 
1993 of $57.3 million, or 35 cents per share, primarily for 
restructuring actions at consumer foods manufacturing facili¬ 
ties as well as selected restaurant unit closings. 

Segment operating results are summarized in note eighteen 
to the consolidated financial statements on page 32. 

Consumer Foods' sales grew* 3 percent in 1994 to $5.55 
billion with domestic packaged foods unit volume increasing 
3 percent. Operating profits decreased 1 percent excluding 
unusual items from both years. In 1994. there was an unusual 
charge of $146.9 million related to the improper pesticide 
application as noted above. Included in operating profits for 
1993 were unusual items totaling $33 4 million for increasing 
manufacturing productivity, and our share of streamlining and 
tax-reorganization costs associated with the formation of 
Snack Ventures Europe (SVE), our joint venture with PepsiCo 
Foods International. Including the unusual items, operating 
profits for 1994 decreased to $653.1 million. 

Big Gs 1994 operating profit decline reflected the year-long 
cereal market promotional escalation and the fourth-quarter 
impact of our pncing and promotional actions. In a departure 
from recent cereal industry practices, the Company announced 


actions in April 1994 to reduce spending on inefficient cereal 
couponing and price promotion, and to reduce pnces on our 
largest cereal brands by an average of 11 percent. These actions 
were designed to deliver consumer value more directly and effi¬ 
ciently, and are anticipated to have positive profit impact in 
1995, but are expected to be volume and market share neutral. 

Yoplait yogurt, Betty Crocker Products, Gortons seafood 
and Canada Foods posted double-digit operating profit gams 
for the year. SVE showed an excellent increase in operating 
profits and volume, and expanded beyond its original six 
European markets to Italy 

CPW, our cereal joint venture with Nestle, continued to 
demonstrate progress in existing markets and expanded opera¬ 
tions to Belgium, Switzerland. Austna, Greece and Chile dunng 
the year. Consumer Foods' operating profits include a loss of 
$30.3 million in 1994 and $30.6 million in 1993 for General 
Mills’ share of CPW’s losses. The developmental spending bur¬ 
den for CPW is expected to moderate as initial operations in 
European markets approach profitability in 1995. 

In 1993, Consumer Foods' sales and operating profits grew 
3 percent and 11 percent (excluding unusual items), respec¬ 
tively, led by Betty Crocker Products, Big G cereals, Yoplait 
yogurt, Foodservice, Gortons seafood and Canada Foods 

Restaurants’ sales grew 8 percent in 1994 to $2.96 billion. 
An operating profit gain of 3 percent before unusual items in 
the prior year was achieved despite disappointing results at 
The Olive Garden and the effects of unprecedented harsh win¬ 
ter weather A net total of 115 new restaurants were opened in 
North America Red Lobster’s profits increased strongly as new 
menu items, improved service and a new r decor package favor¬ 
ably influenced results. The Olive Gardens profits were lower, 
due to a decline in average unit sales that resulted primarily 
from not updating the successful concept soon enough to 
meet changing consumer expectations. China Coast com¬ 
menced broader market expansion in 1994. Twenty new units 
were opened during the year with plans calling for faster 
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expansion dunng 1995 Including the unusual items for last 
year, operating profits increased 21 percent 

In 1993, Restaurants’ sales and operating profits before 
unusual items increased 8 percent and 11 percent, respec¬ 
tively. Results reflected good gains by The Olive Garden and 
good overall performance by Red Lobster Together, The Olive 
Garden and Red Lobster added 112 new units in North 
America. Results for Canadian restaurants improved versus the 
prior year, but still trailed expectations A charge of $30.6 mil¬ 
lion was recorded in 1993 for closing 31 Red Lobster and The 
Olive Garden units in the United States and Canada Including 
the charge, operating profits decreased 5 percent. 

Interest expense in 1994 was $115 6 million, an increase of 
$27.3 million from the pnor year due to borrowing to fund 
purchases of common shares for treasury' The 1993 interest 
expense of $88.3 million was $12.4 million greater than 1992 
primarily due to funding purchases of common shares for trea¬ 
sury' Interest income of $14.7 million in 1993 was $3.0 mil¬ 
lion less than the pnor year reflecting lower rates. 

The effective tax rates in 1994 and 1993 were 37.6 percent 
and 40.0 percent, respectively. Excluding the unusual items in 
both years, the rates were 38 1 percent and 38 2 percent in 
1994 and 1993, respectively The federal tax law changes in 
1993 did not have a significant impact on 1994, but are 
expected to have a slight negative impact in the future 

It is management’s view that changes in the rate of inflation 
have not had a significant effect on profitability from continu¬ 
ing operations over the three most recent years Management 
attempts to minimize the effects of inflation through appropn- 
ate planning and operating practices 

The Financial Accounting Standards Board issued 
Statement of Financial Accounting Standards No 115, 
“Accounting for Certain Investments in Debt and Equity 
Securities," in May 1993 The American Institute of Certified 
Public Accountants issued Statement of Position 93-7, 
“Reporting on Advertising Costs," in December 1993. Neither 
of these statements will have a significant impact on the 
Company when adopted 

Fmonctal Condition 

The Company intends to manage its businesses and financial 
ratios so as to maintain a strong “A" bond rating, which allows 
access to financing at reasonable costs Currently, General Mills’ 
publicly issued long-term debt carries “Al" (Moody’s Investors 
Services, Inc.) and “A+" (Standard & Poors Corporation) rat¬ 
ings Our commercial paper has ratings of “P-l" (Moody’s) and 
“A-l" (Standard & Poor’s) m the United States and “R-l (mid¬ 
dle)" in Canada from Dominion Bond Rating Service 


General Mills’ financial condition remains strong As impor¬ 
tant measures of financial urength, the Company focuses on 
the cash flow to debt and fixed charge coverage ratios, which 
were 46 percent and 6.2 tines, respectively, in 1994 The pur¬ 
chase of 2 4 million shares of common stock for our treasury 
increased debt and reduced equity by $145 7 million, con¬ 
tributing to a debt to capital ratio of 65 percent 

The composition of th? Company’s capital structure is 
shown in the accompanying table 


1 In Mill»o 

Moy 79 19*4 

May 30 1993 1 

Notes payable 

$ 433 3 

$ 339.6 

Current portion of long-term debt 

1152 

64 3 

Long-term debt 

1,417.2 

1,268 3 

Deferred income taxes - tax lcises 

1898 

1956 

Total debt 

2,155 5 

1,867 8 

Debt adjustments 



Erases - debt equivalent 

434 4 

4288 

Domestic cash equivalents 

• 

(1094) 

Marketable investments 

(196 1) 

(137 0) 

Adjusted debt 

2,3938 

2,0502 

Common stock subject to put options 

1220 

- 

Stockholders’ equity 

1.151 2 

1,2185 

Total capital 

$3,6670 

$3,2687 


We selectively use derivatives to hedge financial risks, pn- 
marily interest rate volatility and foreign currency' fluctuations 
The derivatives are generally treated as hedges for accounting 
purposes. We manage oi r debt structure through both 
issuance of fixed and floating-rate debt as well as the use of 
derivatives The debt equivalent of our leases and deferred 
income taxes related to tax leases are both fixed-rate obliga¬ 
tions. The table below, w'her reviewed in conjunction with the 
capital structure table, shews the composition of our debt 
structure including the impa:t of derivatives 


In Million* I 19V4 Moy 30. 1993 


Floating-rate debt 

$ 733.4 

31% 

$ 534 9 

26% 

Fixed-rate debt 

1.336.2 

43 

890 9 

43 

Leases - debt equivalent 
Deferred income taxes - 

434 4 

18 

4288 

21 

tax leases 

189 8 

8 

195.6 

10 

Total debt 

$2,393.8 

; ’ ■ 

$2,0502 

100% 


Commercial paper has historically been our primary source 
of short-term financing. Bank credit lines are maintained to 
ensure availability of short-term funds on an as-needed basis 
In June 1994, our fee-paid credit lines were increased from 
$500 0 million to $650 0 mi lion 


















Our shelf registration statement penmts issuance of up to 
$222 1 million net proceeds in unsecured debt securities. The 
shelf registration authorizes a medium-term note program that 
provides additional flexibility in accessing the debt markets. 

Sources and uses of cash in the past three years are shown 
in the accompanying table Operations generated $29.2 million 
less cash in 1994 than in the previous year primarily due to an 
increase in inventory levels. We purchased various marketable 
investments to take advantage of interest rate spreads. 

Capital expenditures in 1995 are estimated to be approxi¬ 
mately $525 million; an additional $50 million capital invest¬ 
ment is anticipated for our joint ventures, principally CPW 
In July 1994, the Company purchased 976,000 shares of 
common stock for $56.4 million as privately placed put 
options were exercised. The unusual item recorded in 1994 
will be substantially included in 1995 as cash outflow. As a 
result, the Company is anticipating a net cash outflow in 
1995 and will borrow either short- or long-term, depending 
on market conditions. 


» In Millions 


1993 

1992 

From operations 

$830.7 

$ 859.9 

$ 771.6 

Fixed assets and other 

mvestments-net 

(732.1) 

(7144) 

(725.7) 

From dispositions of 

businesses 

- 

► 

77.7 

Change in marketable 

investments 

(50.1) 

(69.7) 

- 

Increase in outstanding 

debt-net 

287.7 

585.7 

91.0 

Common stock issued 

13.3 

32.3 

39 3 

Treasury stock purchases 

(145.7) 

H20.21 

■ 

Dividends paid 

(299.4) 

(274.8) 

(245.2) 

Other 

(4.2) 

(7.4) 

(7.9) 

Decrease in cash 

and cash equivalents 

$ (99 8) 

$ (8.6) 

$ (39.3) 


REPORT OF MANAGEMENT RESPONSIBILITIES 


The management of General Mills, Inc. is responsible for the 
fairness and accuracy of the consolidated financial statements. 
The consolidated financial statements have been prepared in 
accordance with generally accepted accounting principles, 
using management’s best estimates and judgments where 
appropriate. The financial information throughout this report is 
consistent with our consolidated financial statements. 

Management has established a system of internal controls 
that provides reasonable assurance that assets are adequately 
safeguarded, and transactions are recorded accurately, in all 
material respects, in accordance with management’s authoriza¬ 
tion Wc maintain a strong audit program that independently 
evaluates the adequacy and effectiveness of internal controls. 
Our internal controls provide for appropriate separation of 
duties and responsibilities, and there are documented policies 
regarding utilization of Company assets and proper financial 
reporting These formally stated and regularly communicated 
policies demand high ethical conduct from all employees. 

The Audit Committee of the Board of Directors meets regu¬ 
larly to determine that management, internal auditors and 
independent auditors are properly discharging their duties 
regarding internal control and financial reporting. The inde¬ 


pendent auditors, internal auditors and employees have full 
and free access to the Audit Committee at any time 

KPMG Peat Marwick, independent certified public account¬ 
ants, are retained to audit the consolidated financial state¬ 
ments. Their report follows 

AL 

H B. ALwater.Jr. 

Chairman of the Board ami Chief Executive Officer 



S. W Sanger 
President 


M. H. Willes 
Vice Chairman 
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REPORT OF THE AUDIT COMMITTEE 


The Audit Committee of the Board of Directors is composed of 
six outside directors. Its primary' function is to oversee the 
Company’s system of internal controls, financial reporting 
practices and audits to ensure their quality, integrity and objec¬ 
tivity are sufficient to protect stockholder assets 

The Audit Committee met twice during 1994 to review the 
overall audit scope, plans and results of the internal auditor 
and independent auditor, the Company’s internal controls, 
emerging accounting issues, officer and director expenses, 
audit fees, goodwill and other intangible values, and the audits 
of the pension plans The Committee also met separately with¬ 
out management present and with the independent auditors to 
discuss the audit Acting with the other Board members, the 
Committee reviewed the Company’s annual financial state¬ 


INDEPENDENT AUDITORS' REPORT 

The Stockholders and the Board o( Directors 
of General Mills, Inc. 

We have audited the accompanying consolidated balance 
sheets of General Mills, Inc and subsidiaries as of May 29, 
1994 and May 30. 1993. and the related consolidated state¬ 
ments of earnings and cash flows for each of the fiscal years in 
the three-year period ended May 29, 1994 These consolidated 
financial statements are the responsibility of the Company’s 
management Our responsibility is to express an opinion on 
these consolidated financial statements based on our audits 
We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material mis¬ 
statement An audit includes examining, on a test basis, evi¬ 
dence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting 
principles used and significant estimates made by manage¬ 
ment, as well as evaluating the overall financial statement pre¬ 
sentation We believe that our audits provide a reasonable 
basis for our opinion 


ments and approved them before issuance Audit Committee 
meeting results were repoited to the full Board of Directors. 
The Audit Committee recommended to the Board that KPMG 
Peal Marwick be reappointed for 1995, subject to the approval 
of stockholders at the annual meeting 

The Audit Committee is satisfied that the internal control sys¬ 
tem is adequate and that the stockholders of General Mills are 
protected by appropnate accounting and auditing procedures. 

M D Rose 

Cfcciimuin, Audit Committee 


In our opinion, the consolidated financial statements 
referred to above present airly, in all matenal respects, the 
financial position of General Mills, Inc and subsidiaries as of 
May 29, 1994 and May 30, 1993, and the results of their oper¬ 
ations and their cash flows for each of the fiscal years in the 
three-year period ended May 29, 1994 in conformity with 
generally accepted accounting principles 

As discussed in notes thirteen and fifteen to the consoli¬ 
dated financial statements, the Company adopted the provi¬ 
sions of the Financial Accounting Standards Boards Statements 
of Financial Accounting Standards No 112, Employers’ 
Accounting for Postemployment Benefits, and No 109, 
Accounting for Income Taxes, in fiscal 1994 

Minneapolis, Minnesota 
July 29, 1994 







CONSOLIDATED STATEMENTS OF EARNINGS 


Ftwal Voor Endbd 

1 In Milkmt. f ■cotif pw SHcko Data 

Miry ?9. 1994 

May 30, mi 

May 31, 1992 | 

Continuing Operations 




Sales 

$8,516.9 

$8,134.6 

$7.777 8 

Costs and Expenses: 




Cost of sales 

4.458.2 

4.2976 

4,123.2 

Selling, general and administrative 

2,755.5 

2.578.2 

2,516.3 

Depreciation and amortization 

303.8 

274.2 

247 4 

Interest, net 

99.2 

73.6 

58.2 

Unusual expenses (income) 

146.9 

67.0 

(11.8) 

Total Costs and Expenses 

7.763 6 

7.290.6 

6.933.3 

Earnings from Continuing Operations before Taxes 

7513 

844 0 

844 5 

Income Taxes 

283.6 

337.9 

338.9 

Earnings from Continuing Operations 

469.7 

506.1 

505.6 

Discontinued Operations alter Taxes 

- 

- 

(10.0) 

Cumulative Effect to May 31. 1993 of Accounting Changes 

.2 

- 

- 

Nei Earnings 

$ 469.9 

$ 506 1 

$ 495.6 

Earnings per Share: 




Com i n us ng operations 

$ 2.95 

$ 3.10 

$ 305 

Disco nun ued ope rat i ons 

- 

- 

(.06) 

Cumulative effect of accounting changes 

- 

r 

- 

Net Earnings per Share 

$ 2.95 

$ 3.10 

$ 2.99 

Average Number of Common Shares 

159.] 

163.1 

165.7 
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CONSOLIDATED BALANCE SHEETS 


^ In Millirj 

Moy ?9 1994 

May 30 1 

Asieii 



Current Assets: 



Cash and cash equivalents 

$ .2 

$ 1000 

Receivables, less allowance for doubtful accounts of $4 4 in 1994 and $4.3 in 1993 

309.7 

2874 

Inventories 

488 3 

4390 

Prepaid expenses and other current assets 

110.6 

1082 

Deferred income taxes 

220.4 

142.3 

Total Current Assets 

1,129.2 

1,076 9 

Land, Buildings and Equipment, at cost 

3,092.6 

2,8596 

Other Assets 

9765 

714.3 

Total Assets 

$5,198.3 

$4,650 8 


Ltcibdthtk ond Equity 


Current Liabilities: 


Accounts payable 

$ 650 4 

$ 6170 

Current portion of long-term debt 

115.2 

64.3 

Notes payable 

433.3 

339.6 

Accrued taxes 

178.3 

139.7 

Accrued payroll 

1656 

158 8 

Other current liabilities 

289 3 

239.4 

Total Current Liabilities 

1,832.1 

1,558.8 

Long-term Debt 

1,417.2 

1.268.3 

Deferred Income Taxes 

297.4 

262.0 

Deferred Income Taxes-Tax Leases 

189 8 

1956 

Other Liabilities 

1886 

1476 

Total Liabilities 

3,925 1 

3,432.3 

Common Stock Subject to Put Options 

1220 

- 

Stockholders’ Equity: 



Cumulative preference stock, none issued 

- 

- 

Common stock, 204 2 shares issued 

251 0 

358.7 

Retained earnings 

2,4579 

2,284 5 

Less common stock in treasury, at cost, shares of 45.7 in 1994 and 43.7 in 1993 

(1.334 4) 

(1.1964) 

Unearned compensation and other 

(160.2) 

(167.5) 

Cumulative foreign currency adjustment 

(63 1) 

(60.8) 

Total Stockholders* Equity 

1,151.2 

1,218 5 

Total Liabilities and Equity 

$5,198.3 

$4.6508 


See acciwipanvirig notes to consolidated financial statements 




















CONSOLIDATED STATEMENTS OF CASH FLOWS 


Fiscol Year Ended 

| In Millions 

Muy 29 1994 

Muy 30. 1993 

May 31,1992 

Gish Flows - Operating Activities: 




Earnings from continuing operations 

$4699 

S506 1 

$5056 

Adjustments to reconcile earnings to cash flow: 




Depreciation and amortization 

303.8 

2742 

247.4 

Deferred income taxes 

(27.8) 

408 

135 

Change in current assets and liabilities. 




net of effects from business acquired 

(72.0) 

2.5 

20.0 

Unusual expenses 

1469 

57.3 

- 

Other, net 

15.2 

(15.0) 

3.9 

C ash provided by continuing operations 

Cash used by discontinued operations 

836.0 

(5.3) 

865.9 

(6.0) 

790.4 

(18.8) 

Net Cash Provided by Operating Activities 

830.7 

859 9 

771.6 


Cash Flows - Investment Activities: 


Purchases of land, buildings and equipment 

(559.5) 

(623.8) 

(695.3) 

Investments in businesses, intangibles and affiliates, net of dividends 

(140.8) 

(55.8) 

(30.6) 

Purchases of marketable investments 

(83.8) 

(82.81 

(6.9) 

Proceeds from sale of marketable investments 

33.7 

13 1 

6.9 

Proceeds from disposal of land, buildings and equipment 

7.2 

5.2 

8.1 

Proceeds from dispositions 

- 

- 

77.7 

Other, net 

(39.0) 

(40 0) 

(7 9) 

Net Cash Used by Investment Activities 

(782.2) 

(784.1) 

(648.0) 

Cash Flows - Financing Activities 




Increase in notes payable 

93.2 

207.6 

150 3 

Issuance of long-term debt 

273.6 

422.6 

1887 

Payment of long-term debt 

(79.1) 

(44 5) 

(248.0) 

Common stock issued 

13.3 

32.3 

39 3 

Purchases of common stock for treasury 

(145.7) 

(420.2) 

(40 1) 

Dividends paid 

(299.4) 

(274.8) 

(245 2) 

Other, net 

(4.2) 

(7.4) 

(7.9) 

Net Gish Used by Financing Activities 

(148.3) 

(844) 

1162.91 

Decrease m Gash and Cash Equivalents 

(99.8) 

(86) 

(39 3) 

Gish and Cash Equivalents - Beginning of Year 

100.0 

.5 

39.8 

Reclassification of Marketable Investment 

- 

108.1 

• 

Cash and Cash Equivalents - End of Year 

$ .2 

$1000 

S 5 

Cash Flow from Changes in Current Assets and Liabilities: 




Receivables 

$(17.3) 

$(44 7) 

$ 2.1 

Inventories 

(111.0) 

28.7 

6 

Prepaid expenses and other current assets 

(5.1) 

4.6 

(8.9) 

Accounts payable 

33.2 

9,0 

54.5 

Other current liabilities 

28.2 

4.9 

(28 3) 

Change in Current Assets and Liabilities 

$(72.0) 

> 2 5 

S 20 0 


Vf ai aimpany\n% nott > to nmMfiuhled finunaul sfafcmrnrs 
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Innovation, Spent, Commitment 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


[ I i Summery of Significant Accounting Poftctet 

A Principles of Consolidation. The consolidated financial state¬ 
ments include the following domestic and foreign operations 
parent company and 100% owned subsidiaries, and General 
Mills' investment in and share of net earnings or losses of 20- 
50% owned companies 

Our fiscal year ends on the last Sunday in May Years 1994 
and 1993 each consisted of 52 weeks and 1992 consisted of 
53 weeks 

B. Lund, Buildings, Equipment and Depreciation Buildings and 
equipment are depreciated over estimated useful lives ranging 
from three to 50 years, primarily using the siraighi-line 
method Accelerated depreciation methods are generally used 
for income tax purposes 

When an item is sold or retired, the accounts are relieved of 
its cost and related accumulated depreciation; the resulting 
gains and losses, if any, are recognized 

C Inventories Inventories are valued at the lower of cost or 
market Certain domestic inventories are valued using the 
LIFO method, while other inventories are generally valued 
using the FIFO method 

D Intangible Assets Goodwill represents the difference between 
purchase prices of acquired companies and the related fair val¬ 
ues of net assets acquired and accounted for by the purchase 
method of accounting Goodwill acquired after October 1970 
is amortized on a straight-line basis over 40 years or less. 

Intangible assets include an amount that offsets a mmuu\im 
liability recorded for a pension plan with assets less than accu¬ 
mulated benefits as required by Financial Accounting Standard 
No. 87 

The costs of patents, copyrights and other intangible assets 
are amortized evenly over their estimated useful lives 

The Audit Committee of the Board of Directors annually 
reviews goodwill and other intangibles At its meeting on Apnl 
25, 1994, the Board of Directors affirmed that the remaining 
amounts of these assets have continuing value 

E Research and Development. All expenditures for research and 
development are charged against earnings in the year incurred 
The charges for 1994, 1993 and 1992 were $63.6 million, 
$60.1 million and $62 1 million, respectively 

F Turnings per Share Earnings per share has been determined 
by dividing the appropriate earnings by the weighted average 
number of common shares outstanding during the year 
Common share equivalents were not material. 


G. Foreign Currency Translator For most foreign operations, 
local currencies are considered the functional currency. Assets 
and liabilities are translated using the exchange rates in effect 
at the balance sheet date Results of operations are translated 
using the average exchange rates prevailing throughout the 
period Translation effects are accumulated in the foreign cur¬ 
rency adjustment in stockholders* equity 

Gains and losses from foreign currency transactions are 
generally included in net earnings for the period. 

H. Interest Rate Swap Agreements. Any interest rate differential 
on an interest rate swap is recognized as an adjustment of 
interest expense or income over the term of the agreement We 
enter into these agreements with a diversified group of highly- 
rated financial institutions We ire exposed to credit loss in the 
event of nonperformance by the other pames to these agree¬ 
ments However, we do not ant cipate any losses. 

The lair value of interest rate swaps is the estimated amount 
we would receive or pay to replace the swap agreements, tak¬ 
ing into consideration current interest rates This estimated 
amount was immaterial at May 29, 1994 

/ Statements of Cash Flows For purposes of the statement of 
cash flow's, we consider all investments purchased with a 
maturity of three months or les* to be cash equivalents 

i 2 ) Unutuoi 

In 1994, w r e recorded an after-tax charge of $87 1 million 
($.55 per share) to cover estimated costs associated with the 
actions of an independent lice ised contractor who made an 
improper substitution of a pesticide in treating some of our oat 
supplies, a portion of which w^re used in production While 
the substitution presented no consumer health or safety issues, 
the pesticide had not been registered for use on oats and thus 
its application represented a FDA regulatory violation Due to 
a lengthy government approval process for registration, the 
affected finished oat-products inventor)* would be past the 
Company’s freshness standard dates Therefore, the charge 
includes costs associated with disposition of the finished oat 
products and oats inventory as well as other related expenses 
Several consumer class action k wsuits have been filed in con¬ 
nection w ith this matter The Company believes these lawsuits 
are without ment and will not have any material impact on the 
financial condition of the Comp my 

We recorded restructuring charges in 1993 related primar¬ 
ily to restaurant closings in the LLS and Canada, costs for 
increasing Consumer Foods manufacturing productivity and 
efficiency, and our share of streamlining and tax reorganization 
costs associated w ith the formation of Snack Ventures Europe 






These charges resulted in a reduction in net earnings of $57 3 
million ($.35 per share). These actions were substantially com¬ 
pleted in 1994, 

In 1992. we recognized a gain on the sale of the stock ol 
our Spanish frozen food subsidiary. Prcparados y Congelados 
Alimenticios, S.A. (PYCASA) and also recorded charges pri¬ 
marily related to restructuring of Betty Crocker packaged 
mixes production, European food operations, and Consumer 
Foods national sales organization, and the call of our 9 3/8% 
sinking fund debentures. These transactions resulted in no net 
effect on earnings 

| 3 I Foreign Exchange 

We selectively hedge the potential effect of foreign currency 
fluctuations related to operating activities and net investments 
in foreign operations by entering into foreign exchange con¬ 
tracts with major financial institutions. Realized and unreal¬ 
ized gams and losses on contracts that hedge operating 
activities are recognized currently in net earnings. Realized and 
unrealized gains and losses on contracts that hedge net invest¬ 
ments are recognized in the foreign currency adjustment in 
stockholders' equity 

The components of our net foreign investment exposure by 
geographic region are as follows: 


1 In Millions 

May 29. 1994 

May 30, 1993 | 

Europe 

SI 18.3 

$103.9 

North/South America 

43.3 

41.7 

Asia 

12.1 

130 

Total exposure 

173.7 

158.6 

After-tax hedges 

(30.2) 

(134.1) 

Net exposure 

$143 5 

$ 24.5 


At May 29, 1994, we had forward contracts maturing in 
1995 to sell $59.5 million and purchase $7.5 million of for¬ 
eign currencies We also had foreign currency put options 
expiring in 1995 of $20.8 million The fair value of these 
contracts is based on third-party quotes and is immaterial at 
May 29, 1994 

I 4 | Acquisition ond Investments 

We purchased the Colombo yogurt business for approximately 
$75.0 million from a U.S. subsidiary of Bongrain S.A. effective 
December 1993. Colombo has a refrigerated yogurt business in 
the Northeast and is a leading producer ol soft frozen yogurt, as 
well as premium hard pack frozen yogurt. The transaction did 
not have any material effect on our 1994 earnings. 

During 1994 and 1993. we made capital contnbutions and 
advances of $48A million and $66 1 million, respectively, to 
Cereal Partners Worldwide (CPW), our join! venture with 
Nestle, S.A 


In 1993, we entered into a joint venture. Snack Ventures 
Europe (SVE), with PepsiCo Foods International to merge six 
existing Continental European snack operations (three from 
each company) into one company to develop, manufacture 
and market snack foods. We own 40.5 percent of SVE. The 
merger was effective July 1992. We reclassified the net individ¬ 
ual assets and liabilities ot our operations to investment in 
affiliates and excluded the noncash transaction from our state¬ 
ment of cash flows. 


In Millions 

May 29, 1994 

May 30, 1993 | 

Raw materials, work in process 

and supplies 

$245.0 

$206 2 

Finished goods 

240 3 

252.6 

Grain 

47.0 

40.5 

Reserve for UFO valuation method 

(53.0) 

(60.3) 

Total inventories 

$488.3 

$439 0 

At May 29, 1994 and May 30. 

1993, respectively, invento- 

riesoi $245.1 million and $244.5 million were valued a( LIFO. 

I 6 1 Bcilonc# $h®ef Information 

The components of certain balance sheet items are as follows: 

In Millions 

May 29, 1994 

May 30, 1993 | 

Land, Buildings and Equipment 

Land 

$ 360.9 

$ 302.3 

Buildings 

1,655 6 

1,452.6 

Equipment 

2,373.8 

2,048.1 

Construction in progress 

299 5 

436.5 

Total land, buildings and 

equipment 

4,689.8 

4,239.5 

Less accumulated depreciation 

(1.597.2) 

(1,379.9) 

Net land, buildings and 

equipment 

$3,092 6 

S2 r 859 6 

Other Assets. 

Prepaid pension 

% 288,0 

$ 257 4 

Marketable investments, at cost 

196.1 

137.0 

Investments in and advances 

to affiliates 

188.3 

163.9 

Intangible assets 

157.3 

70.6 

Miscellaneous 

146.8 

85 4 

Total other assets 

$ 976.5 

$ 714.3 


Based on quoted market prices, the fair value of the mar¬ 
ketable investments was $231,4 million at May 29, 1994 and 
$186.9 million at May 30. 1993 


i 3 1 Invftfitoftft* 

The components of inventories are as follows 
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We have interest rate and currency swap agreements related 
to marketable investments that convert fixed interest rates to 
variable interest rates and foreign currencies to U.S. dollars on 
a notional amount of $81 9 million. These agreements mature 
from December 1994 to January 2001. 


I 7 ] Note* Payable 

The components of notes payable are as follows: 


In MiHiom 

Mo, ?9. 1994 

May 30. 1993 

U.S. commercial paper 

$3392 

$255 5 

Canadian commercial paper 

83.3 

759 

Financial institutions 

2608 

208.2 

Amount reclassified to long-term debt 

(2500) 

(200.0) 

Total notes payable 

$433.3 

$3396 


To ensure availability of funds, we maintain bank credit 
lines sufficient to cover our outstanding commercial paper As 
of May 29, 1994. we had $500 0 million fee-paid lines and 
$179 4 million uncommitted, no-fee lines available in the U S. 
and Canada In addition, other foreign subsidiaries had 
unused credit lines of $37 1 million. 

We have a revolving credit agreement expiring in 1999 that 
provides for the fee-paid credit lines. This agreement provides 
us with the ability to refinance short-term borrowings on a 
long-term basis, and therefore we have reclassified a portion of 
our notes payable to long-term debt. 

We occasionally enter into swap agreements to lock in 
interest rates on notes payable that may result in fixed rates 
higher than short-term rates. At May 29, 1994 we had interest 
rate swap agreements on a notional amount of $145.0 million 
that convert an average interest rate of 2.8% to an average 
interest rate of 5.7%. These agreements mature from June 
1994 to August 1994. At May 30, 1993 we had interest rate 
swap agreements on a notional amount of $169.0 million that 
converted an average interest rate of 3.3% to an average inter¬ 
est rate of 7 9% 

We purchased and sold interest rate cap agreements, expinng 
in May 1995, on a notional amount of $200.0 million with 
stnke rates of 5 0% and 6.5%, respectively. These agreements 
limit our exposure to an increase in short-term interest rates If 
rates are between 5.0-6 5%, our rate is limited to 5 0%; if rates 
are greater than 6.5%, our rate will be 150 basis points less than 
market rates until the agreements expire 


8 1 long term D*bf 


In Milkom 


May 30 1993 J 

4 3% to 9 1% medium-term notes, 



due 1994 to 2033 

$1.080 3 

$ 9183 

Zero coupon notes, yield 111%. 



$327 0 due August 15,2013 

41 4 

47 1 

ESOP loan guaranty, vanable rale 



(3 7% at May 29, 1994), due 



December 31. 2007 

500 

500 

8 3% ESOP loan guaranty, 



due through June 30. 2007 

78 3 

82 0 

Zero coupon notes, yield 11 7%, 



$64 4 due August 15, 2004 

202 

18.0 

Notes payable, reclassified 

250 0 

200.0 

Other 

12 2 

17.2 

Less amounts due within one year 

1.532 4 
(1152) 

1.332 6 
(64 3) 

Total long-term debt 

$1,417 2 

$1,268 3 


Our shelf registration statement permits the issuance of up to 
$222.1 million net proceeds in unsecured debt securities to 
reduce short-term debt and fo; other general corporate pur¬ 
poses This registration include* a medium-term note program 
that allows us to issue debt quickly for vanous amounts and at 
various rates and maturities. 

In 1994, we issued $217 9 million of debt under our 
medium-term note program w th matunties from one to 40 
years and interest rates from 4 3% to 7.3%. In 1993, $366 7 
million of debt was issued under this program w'lih matunties 
from one to 30 years and interest rates from 3.5% to 8 6%. 

We had interest rate swap agreements that convert an aver¬ 
age interest rate of 5 5% to an average interest rate of 3.2% on 
$162 9 million notional amount of medium-term notes These 
agreements mature from Octol»er 1994 to January 1999. In 
1994, we sold a swap option that gives the holder the nght, if 
exercised, to receive a fixed payment of 6.8% and pay a float¬ 
ing rate based on commercial paper on a notional amount of 
$21 3 million from February 1995 until February 1997. At 
May 30, 1993 we had interest rue swap agreements that con¬ 
verted an average interest rate of 5 4% to an average interest 
rate of 2 9% on $1200 million notional amount of medium- 
term notes. 

In 1992, we called our 9 3/8% sinking fund debentures due 
March 1, 2009 (see note two) This transaction resulted in a 
decrease in net earnings of $3 5 million ($ 02 per share) 

The Company has guaranteed the debt of the Employee 
Stock Ownership Plans; therefere, the loans are reflected on 
our consolidated balance sheets as long-term debt with a 
related offset in stockholders’ eqaity, ‘"Unearned compensation 
and other.” 
















Based on borrowing rales currently available for debt with 
s i mliar te mis a n d a ve rage mat unties, the fair va lue of our l a ng^ 
term debi, excluding current portion, was $ 1.476 4 million at 
May 29, 1994 and SI.413.4 million at May 30, 1993, 

The sinking fund and principal payments due on long-term 
debt are (in millions) $115.2, $72.0, $94,2, $101 0 and $99.7 
in years ending 1995, 1996, 1997, 1998 and 1999, respec¬ 
tively. The notes payable that are reclassified under our revolv¬ 
ing credit agreement arc not included in these principal 
payments. 

Our marketable investments include zero coupon U.S 
Treasury securities. These investments are intended to provide 
the funds for the payment of principal and interest for the zero 
coupon notes due August 15. 201.3 and 2004 


[ 9 | Stock Option* 

T he following table contains information on stock options 



Shore* 

A^ertigc Qprktn 1 
Price per Shore 1 

Granted 

1994 

4,#68.098 

$63.22 

1993 

3,384.144 

66.64 

1992 

2.574.008 

5829 

Exercised 

1994 

562,714 

$31.08 

1993 

1,962,063 

22 90 

1992 

1,026,760 

19.64 

Expired 

1994 

459,800 

$62 56 

1993 

288,907 

61.63 

1992 

175,804 

39 12 

Outstanding at year end 

1994 

18,009,478 

$49.52 

1993 

14.163,694 

44 50 

1992 

13,030,720 

35 88 

Exercisable at year end 

1994 

10,278,466 

$38 73 

1993 

9.488,948 

3623 

1992 

8,938.384 

28 71 


A total of 10,622,403 shares (including 2,535,750 shares 
for salary replacement options and 321,164 shares for 
restricted stock) are available for grants of options or restricted 
stock to employees under our 1990 and 1993 stock plans 
through October 1. 1998 An additional 3,083,400 shares are 
available for grants on a one-for-one basis as common stock 
shares are repurchased by the Company The options may he 
granted at a price not less than 100% of fair market value on 
the date the option is granted Options now outstanding 
include some granted under the 1980, 1984 and 1988 option 
plans, under which no further options or other rights may be 


granted. All options expire within 10 years plus one month 
after the date of grant. The plans provide for full vesting ol the 
option in the evem there is a change of control 

The 1993 plan permits awards of restricted slock to key 
employees subject to a restricted period and a purchase pnee, 
if arty, to be paid by the employee as determined by the 
Compensation Committee of the Board of Directors. Most of 
the restricted stock awards require the employee to deposit 
personally owned shares (on a one Tor-one basis) with the 
Company during the restricted period In 1994, grants of 
95,685 shares of restricted stock were made and on May 29, 
1994, there were 188,822 of such shares outstanding 

The 1988 plan also permitted the granting of performance 
units corresponding to stock options granted. The value of 
performance units will be determined by return on equity and 
growth in earnings per share measured against preset goals 
over three-year performance periods. For seven years after a 
performance period, holders may elect to receive the value of 
performance units (with interest) as an alternative to exercising 
corresponding stock options. On May 29, 1994. there were 
2,894,984 outstanding options with corresponding perfor¬ 
mance units or performance unit accounts 

A total of 52,300 shares are available for grams of options 
and restricted stock to non-employee directors until September 
30, 1995 under a separate 1990 stock plan. Each newly elected 
non-employee director ts granted an option to purchase 2,500 
shares at fair market value on the date oi gram Options expire 
10 years after the date of grant. Each year 400 shares of 
restricted stock wilt be awarded to each non-employee director, 
restricted until the later of the expiration of one year or comple¬ 
tion of service on the Board of Directors 
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[10 1 Stockholders Equity ond Put Options 




S 10 Por Value Common Slock 
(On# Billon Shorn Authorized) 



Unearned 

Cumulative 

Foreign 

Currency 




luuad 

Treowry 

Retained 

Compensation 




Amount 

rl-,,. 

Amount 

Earning* 

and Other 

Adjustment 

Total 

Balance at May 26. 1991 

204 2 

53202 

(39 1) 

S (777 4) 

SI.795 5 

5(177 6) 

5(47 2) 

51.1135 

Net earnings 

Cash dividends declared (SI 48 per 





495 6 



4956 

share), net of income taxes of S3 1 





(242 1) 



(242 1) 

Stock option, profit sharing and ESOP plans 


234 

l 1 

21 5 




44 9 

Shares purchased on open market 

Unearned compensation related to 



(7) 

(47 0) 




(470) 

restricted stock awards 






(4 3) 


(43) 

Earned compensation 

Translation adjustments, net of 






96 


96 

income taxes of $ 7 







(67) 

(67) 

Amount charged to gam on sale of 









foreign operation 







74 

74 

Balance at May 31. 1992 

204 2 

343 6 

(387) 

(802 9) 

2.049 0 

(172 3) 

(46.5) 

1.370 9 

Net eamtngs 

Cash dividends dec bred (SI 68 per 





506 1 



506 1 

share), net of income taxes of 54 2 





(270 6) 



(270 6) 

Stock option, profit sharing and ESOP plans 


15 1 

1 3 

197 




34 8 

Shares purchased on open market 

Unearned compensation related to 



(6 3) 

(413 2) 




(4132) 

restncted stock awards 






(32) 


(32) 

Earned compensation 






96 


96 

Minimum pension liability adjustment 
Translation adjustments, net of 






(16) 


(16) 

income tax benefit of S2 0 







04 3) 

(14 3) 

Balance at May 30. 1993 

204 2 

358 7 

(437) 

(1,196 4) 

2.284 5 

(167 5) 

lt>0 .K 

1,218 5 

Net earnings 

Cash dividends declared ($1 88 per 





4699 



469 9 

share), net of income taxes of $2 9 





(296 5) 



(296 5) 

Stock option, profit sharing and ESOP plans 


80 

4 

75 




155 

Shares purchased on open market 



(24) 

(145 7) 




(145 7) 

Put option premium 


6J 


2 




65 

Transfer of put options 

Unearned compensation related to 


(1220) 






(122 0) 

restricted stock awards 






(39) 


(3 9) 

Earned compensation 






96 


96 

Minimum pension liability adjustment 
Translation adjustments, net of 






1 6 


l 6 

income taxes of S4 2 







(2 3) 

(23) 

Balance at May 29. 1994 

204 2 


(45 7) 

*0.334 4) 

52,4579 

5(160 2) 

5(63 1) 

51,151 2 


Cumulative preference stock of 5.0 million shares, without par 
value, is authorized but unissued 

We have a shareholder rights plan that entitles each out¬ 
standing share of common stock to one-fourth of a right Each 
right entitles the holder to purchase one one-hundredth of a 
share of cumulative preference stock (or, in certain circum¬ 
stances, common stock or other securities), exercisable upon 
the occurrence of certain events The rights are not transferable 
apart from the common stock until a person or group has 
acquired 20% or more, or makes a tender offer for 20% or 
more, of the common stock If the Company is then acquired 
in a merger or other business combination transaction, each 
right will entitle the holder (other than the acquiring com¬ 
pany) to receive, upon exercise, common stock of either the 


Company or the acquiring company having a value equal to 
two times the exercise price of the right The rights are 
redeemable by the Board n certain circumstances and expire 
on March 7. 1996 At May 29, 1994, there were 39.6 million 
nghts issued and outstanding 

The Board of Directors lias authorized the repurchase, from 
time to time, of common stock for our treasury, presided that the 
number of shares held in treasury shall not exceed 60 0 million 

Through private placements, we issued put options that 
entitle the holder to sell shares of our common stock to us. at a 
specified price, if the holder exercises the option In 1994, we 
issued put options for 2.6 million shares for $6.5 million in 
premiums As of May 29 1994, put options for 2 2 million 
shares remain outstanding it strike prices ranging from $50.00 

















to $59.99 per share with exercise dates from July 1994 to 
March 1995. The amount related to our potential obligation 
has been transferred from stockholders’ equity to “Common 
Stock Subject to Put Options.” 


( 11 1 lnt»r«»9 Expense 

The components of net interest expense are as follows 

_ Fiscol Yeor 


In Million* 

1994 

1993 

1992 1 

Interest expense 

$1217 

S99.8 

$89.5 

Capitalized interest 

(61) 

(115) 

(13.6) 

Interest income 

(16 4) 

(147) 

(17.7) 

Interest expense, net 

$ 99 2 

$73.6 

558 2 


During 1994. 199} and 1992, we paid interest (net of 
amount capitalized) of $99 0 million. $77.0 million and $70.7 
million, respectively 

I 13 ] Kfliftdiffit Plont 

We have defined benefit plans covering most employees. 
Benefits for salaried employees are based on length of service 
and final average compensation The hourly plans include var¬ 
ious monthly amounts for each year of credited service Our 
funding policy is consistent with the funding requirements of 
federal law and regulations. Our principal plan covering 
salaried employees has a provision that any excess pension 
assets would be vested in plan participants if the plan is termi¬ 
nated within five years of a change in control Plan assets con¬ 
sist principally of listed equity securities and corporate 
obligations, and U S government secunties. 


Components of net pension income are as follows: 

Fi*cd Year 

1 E tpenve (Incoma) in M»ll«om 

1994 

1993 

199? 1 

Service cost-benefits earned 

S 19 1 

$ 14.7 

$ 14 2 

Interest cost on projected 




benefit obligation 

57.8 

52.6 

51 2 

Actual return on plan assets 


(136.6) 

(750) 

Net amortization and deferral 

(47.0) 

38.3 

(26.1) 

Net pension expense 
(income) 

$(20 6) 

$(31 0) 

$(357) 


The weighted-average discount rate and rate of increase in 
future compensation levels used in determining the actuarial 
present value of the benefit obligations were 8 8% and 4,6% in 
1994, and 8 5% and 5.1% in 1993, respectively The expected 
long-term rate of return on assets was 10 4% 

The funded status of the plans and the amount recognized 
on the consolidated balance sheets (as determined as of May 
3 1. 1994 and 1993) arc as follows; 


In Million* 

Moy 2V 

1994 

May 30 1993 1 


A**on 

Exceed 

Accumulated 

Benesh 

Accumulated 

Benefits 

Exceed 

Assets 

Assets 

Exceed 

Accumulated 

BeneflH 

Accumulated 

Benefits 

Exceed 

Assets 

Actuarial present value 
of benefit obligations: 
Vested benefits 

$572 7 

$24 1 

$545 5 

$ 12.1 

Nonvested benefits 

55 9 

3.3 

55.0 

2.3 

Accumulated benefit 
obligations 

6286 

27.4 

600,5 

14.4 

Projected benefit 
obligation 

688 4 

303 

680 9 

188 

Plan assets at fair value 

9208 

10 7 

921.6 


Plan assets in excess 
of (less than) 
the projected 
benefit obligation 

232 4 

(196) 

240.7 

(188) 

Unrecognized prior 
service cost 

31 4 

2.9 

40 1 

.3 

Unrecognized net loss 

148 l 

107 

125.3 

6.0 

Recognition of minimum 
liability 


(10.1) 


(107) 

Unrecognized transition 
(asset) liability 

(130 6) 

62 

(148 7) 

8.8 

Prepaid (accrued) 
pension CM 

$281.3 

$(9 9) 

' 7.4 

$(14 4) 


We have defined contribution plans covering salaned and 
non-union employees. Contributions are determined by 
matching a percentage of employee contnbutions. Such plans 
had net assets of $665 3 million at May 31, 1994 Expense 
recognized in 1994, 1993 and 1992 was $6 7 million, $9.6 
million and $12 7 million, respectively 

Within our defined contribution plans we have Employee 
Stock Ownership Plans (ESOPs). These ESOPs borrowed funds 
guaranteed by the Company with terms described in the long¬ 
term debt footnote, as well as onginallv borrowed $35.0 million 
from the Company at a variable interest rate At May 29, 1994. 
the interest rate was 4.6% with outstanding amounts of $21.0 
million due December 2014 and $7.2 million with sinking fund 
payments to June 2015. Compensation expease is recognized as 
conmbutioas are accrued. Our contnbutions to the plans, plus 
the dividends accumulated on the common stock held by the 
ESOPs, are used to pay principal, interest and expenses of the 
plans. As loan payments are made, common stock is allocated to 
ESOP participants. In 1994, 1993 and 1992. the ESOPs incurred 
interest expense of $9.0 million. $9 6 million and $115 million, 
respectively, and used dividends received of $8.9 million, $8 2 
million and $7 8 million and contnbutions received from the 
Company of $7.4 million, $7.4 million and $7 1 million, respec¬ 
tively, to pay principal and interest on their debt 
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I 13 I Other Postretirement and Postemployment Benefits 
We sponsor several plans that provide health care benefits to 
the majority of our retirees. The salaned plan is contributory 
with retiree contributions based on years of service. 

We fund plans for certain employees and retirees on an 
annual basis. In 1994, 1993 and 1992 we contnbuted $38.3 
million, $30 6 million and $4 2 million, respectively Plan 
assets consist principally of listed equity secunties and U S. 
government secunties. 

Components of the postretirement health care expense are 
as follows: 


F.koI Y«or 


1 EAponte (Income) m M»l«o 


1993 

1992 1 

Service cost-benefits earned 

$ 5.6 

$ 3 6 

$35 

Interest cost on accumulated 




benefit obligation 

140 

11.0 

9.7 

Actual return on plan assets 

(15) 

(39) 

(3.0) 

Net amortization and deferral 

(4 5) 

(10) 

(1.2) 

Net postretirement expense 

$13.6 

$97 

$9 0 


The funded status of the plans and the amount recognized 


on our consolidated balance sheets are as 

follows 


1 In MiBiom 

Mu* 29 

1994 

May 30 1993 1 


Ass*i 

Emceed 

Accumulcrted 

Benefits 

Accumulated 

Benefits 

Exceed 

AftMh 

Accumulated 

Benefits 

Exceed 

Assets 

Accumulated benefit obligations 
Retirees 

$36.3 

$48 7 

$80 0 

Fully eligible active employees 

127 

8.0 

19 3 

Other active employees 

27.0 

48 5 

704 

Accumulated benefit obligations 

76.0 

105.2 

1697 

Plan assets at fair value 

89.3 

7.4 

608 

Accumulated benefit obligations 
in excess of (less than) 
plan assets 

(13.3) 

978 

1089 

Unrecognized pnor service cost 

.1 

12.2 

143 

Unrecognized net loss 

(28 1) 

(27 7) 

(51 1) 

Accrued (prepaid) 

postretirement benefits 

$(41.3) 

$82 3 

$ 72 1 


The discount rates used in determining the actuanal pres¬ 
ent value of the benefit obligations were 8.8% and 8.5% in 
1994 and 1993, respectively. The expected long-term rate of 
return on assets was 10% 

The health care cost trend rate increase in the per capita 
charges for benefits ranged from 6 2% to 9.8% for 1995 
depending on the medical service category. The rates gradually 
decrease to 4 4% to 5.7% for 2007 and remain at that level 
thereafter. If the health care cost trend rate increased by one per¬ 
centage point in each future year, the aggregate of the service 
and interest cost components of postretirement expense would 
increase for 1994 by $3.1 million and the accumulated benefit 
obligation as of May 29, 1994 would increase by $24 6 million 


In 1994, we adopted Statement of Financial Accounting 
Standards (SFAS) No 112, “Employers’ Accounting for 
Postemployment Benefits ” The cumulative effect as of May 31, 
1993 of changing to the accrual basis for severance and dis¬ 
ability costs was a decrease in net earnings of $17 3 million 
($.11 per share). 

14 1 Profit-*hor»ng Plan* 

We have profit-sharing phns to provide incentives to key indi¬ 
viduals who have the greatest potential to contribute to cur¬ 
rent earnings and successful future operations These plans 
were approved by the Board of Directors upon recommenda¬ 
tion of the Compensation Committee The awards under these 
plans depend on profit performance in relation to pre-estab¬ 
lished goals The plans are administered by the Compensation 
Committee, which consists solely of outside directors Profit- 
sharing expense, including performance unit accruals, was 
$1.7 million. $7.3 million and $8.8 million in 1994, 1993 and 
1992, respectively. 

I 1 5 I Income Taxes 

We adopted SFAS No 109. “Accounting for Income Taxes” as 
of May 31, 1993 The adoption of SFAS 109 changed our 
method of accounting for income taxes from the deferred 
method to the asset and liability method. Deferred income 
taxes reflect the differences between assets and liabilities recog¬ 
nized for financial reporting purposes and amounts recognized 
for tax purposes measured using the current enacted tax rates. 
The cumulative effect of adoption was an increase in net earn¬ 
ings of $17.5 million ($ 1 per share) 

The components of earnings before income taxes and the 


income taxes thereon are is 

follows 

FiscdYior 


1 In Millions 

1994 

1993 

1992 1 

Earnings (loss) before 




income taxes 

US 

$746 4 

$887 2 

$818 3 

Foreign 

69 

(43.2) 

262 

Total earnings before 




income taxes 

$753.3 

$844 i> 

$844.5 

Income taxes 




Current 




Federal 

$246 5 

$243 1 

$2540 

Slate and local 

609 

602 

55 1 

Foreign 

4.0 

(6 2) 

16 3 

Total current 

311 4 

297 1 

325 4 

Deferred (principally U S ) 

(27 8) 

408 

13 5 

Total income taxes 

$2836 

$3379 

$338 9 


























During 1994, income tax benefits of S3.5 million were allo¬ 
cated to stockholders 1 equity These benefits were attributable 
to ihe exercise of employee stock options, dividends paid on 
unallocated ESGP shares and translation adjustments. 

During 1994. 1993 and 1992, we paid income taxes of 
$273 8 million, $268 3 million and $326,4 million, respectively 

In prior years we purchased certain income tax items from 
other companies through tax lease transactions. Total current 
income taxes charged to earnings reflect the amounts attribut¬ 
able to operations and have not heen materially affected by 
these tax leases Actual current taxes payable on 1994, 1993 
and 1992 operations were increased by approximately $10 
million, $10 million and $8 million, respectively due to the 
effect of lax leases These tax payments do not affect taxes for 
statement of earnings purposes since they repay tax benefits 
realized in prior years. The repayment liability is classjlied as 
'Deferred Income Taxes-Tax Leases " 


The following table reconciles the U S. statutory' income tax 
rate with the effective income tax rate: 


Filed Year 


1994 

1993 

199? 1 

US. statutory rate 

35.0% 

34.0% 

34.0% 

Slate and local income taxes. 




net of federal tax benefits 

5.0 

5.2 

49 

Other, net 

(2.4) 

8 

U 


F1 fee i ive i ncome i ax ra le 3 7 6% 

40.0% 40.1% 

The tax effects of temporary differences that give rise to 

deferred tax assets and liabilities at May 29, 1994 are as follows: 

, In Wll iom ! 

Accrued liabilities 

$129.1 

Unusual charge for oats 

59.8 

Compensation and employee benefits 

59.6 

Disposition liabilities 

37 5 

Foreign tax loss carryforward 

162 

Other 

13.6 

Gross deferred tax assets 

315.8 

Depreciation 

219.5 

Prepaid pension asset 

112.0 

Intangible assets 

12.7 

Other 

37.5 

Gross deferred tax liabilities 

381.7 

Valuation allowance 

111 

Nel deferred lax liability 

$ 77,0 


As of May 29, 1994, we have foreign operating loss carry¬ 
overs for tax purposes of $40 9 million, which will expire as fol¬ 
lows if not offset against future taxable income $11.0 million in 
1998, $9 3 million in 1999, $10,9 million in 2000 and $9 7 
million in 2001. 

We have not recognized a deferred tax liability for unremit- 
ted earnings of $60 1 million for our foreign operations 
because we do not expect those earnings to become taxable to 
us in the foreseeable future A determination of the potential 
liability is not practicable. If a portion were to be remitted, we 
believe income tax credits would substantially offset any 
resulting Lax liability 

An analysis ol rent expense by property leased follows: 


Fi&col V«r 


| Jr* MnlliOfH 

1994 

1993 

1992 1 

Restaurant space 

$41.2 

$39 5 

$33 9 

Warehouse space 

13,8 

1 3,0 

126 

Equipment 

10.6 

10,6 

8 3 

Other 

3 9 

5 5 

54 

Total rent expense 

S60.5 

$68.6 

5602 


Some leases require payment of property taxes, insurance 
and maintenance costs in addition to the rent payments 
Contingent and escalation rent in excess of minimum rent 
payments and sublease income netted in rent expense were 
insignificant 

Noncancelable future lease commitments are (in millions) 
$60 6 in 1995, $56.2 in 1996, $52.0 in 1997, $46.9 in 1998, 
$43.6 in 1999 and $236.5 after 1999, with a cumulative total 
of $495.8 

W r c are contingently liable under guarantees and comfort 
letters for $88 5 million. The guarantees and comfort letters 
are issued to support borrowing arrangements, primarily for 
our joint ventures. 

| IT 1 D+ftcontmutd Op*«ofi«n» 

We recorded a net after-tax charge related to previously dis¬ 
continued operations of $10.0 million (S 06 per >hare> in 
1992 This charge primarily related to a lease adjustment with 
the R H. Macy Company, which is operating under bank¬ 
ruptcy law protection. 
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I 18 i Segment Information 


In Million* 



Consumer 

Foods 

Restaur ont* 

i .-ii_i 

unooocoflM 
Corpora** 
Items (a) 

Consolidated 

Total 

Sales 

1994 

$5,553.9 

$2,9630 


$8,516.9 

1993 

5,3972 

2.7374 


8,134.6 

1992 

5,233.8 

2,544.0 


7,777.8 

Operating Profits 

1994 

653.1(b) 

2194 

$019 2) 

753.3 

1993 

772.6(c) 

181 4(c) 

(1100) 

844 0 

1992 

744.3(d) 

190.8 

(90 6) 

844 5 

Identifiable Assets 

1994 

2,820.8 

1,834.9 

542.6 

5,198.3 

1993 

2,576.4 

1,605.0 

469.4 

4,650.8 

1992 

2,481.2 

1,419 3 

404 5 

4,305 0 

Capital Expenditure 
1994 

s 

207.7 

343.3 

85 

559.5 

1993 

321.6 

301.2 

1.0 

623.8 

1992 

397.1 

297.0 

12 

695 3 

Depreciation and Amortization 
1994 176.6 

125.4 

1.8 

303.8 

1993 

155.8 

116.8 

1.6 

274.2 

L992 

142 2 

101 0 

4.2 

247 4 



USA 

Foreign 

Unallocated 
Corporot* 
Items (a) 

Consol doted 

Sales 





1994 

$8,172.1 

$3448 


$8.5169 

1993 

7,7194 

4152 


8,134 6 

1992 

7,0396 

7382 


7,777.8 

Operating Profits 





1994 

875.600 

(3.1) 

$019 2) 

753.3 

1993 

997.1(0 

(43 l)(c) 

(110 0) 

844 0 

1992 

896.3(0 

38 8 (d) 

(906) 

844 5 

Identifiable Assets 





1994 

4,297.6 

358 1 

542.6 

5,198 3 

1993 

3,828 3 

353.1 

469 4 

4,650.8 

1992 

3,452 2 

448.3 

404 5 

4,305.0 


(a) Corporate expenses reported here mlude net interest expense and funeral cor- 
porate expenses 

(b) Consumer bonds operating pro) ts include a l barge oj $1469 milium for 
unusual items described tn mxr (vv< 

(c) Gmsumer Fiwds and Restaurants operating profits include a iharge of $33 *f 
million and $30 6 milium, respec ivelv, (USA $35 5 milium. Foreign $28 5 
million) jor unusuui Hems 

id) Consumer Foods operating profits include a net of $17 5 million (US A 
$20 5 million loss. Foreign $38.0 n ilium gam) for unusual items 


© 


[ 19 ! Qua* terly Data unaudited) 

Summarized quancrly data for 1994 and 1993 follows: 


1 In Million v i «rnpr per Share 

First Qunriet 


d Quo* ter 

Third 

Ouartei 

Fourti Quarter 

Total Year J 

I and Mai kid Paco Amounts 

1994 

1993 

1994 

1993 

1994 

1993 

1994 I 

1993 

1994 

1993 1 

Sales 

$2.0898 

$2.0196 

$2,1822 

$2.096 9 

$2,101 4 

$2,0107 

$2,1435 

$2,007 4 

$8.5169 

$8.134 6 

Gross profit (a) 

1,011.7 

977 3 

1,055.1 

1,016.6 

9946 

941 4 

997 3 

901 7 

4.058 7 

3.837 0 

Earnings from operations 
Earnings per share 

1656 

1596 

140.7 

138 1 

1450 

140.9(b) 

18 4(c) 

67 5(d) 

469 7 

506 1 

from operations 
Cumulative effect of 

1.04 

97 

88 

85 

.91 

86 

12 

42 

2 95 

3 10 

accounting changes 

.2 

• 

- 

• 

- 

- 

• 

• 

2 

• 

Net earnings 

1658 

159.6 

1407 

138 1 

145.0 

1409 

184 

67 5 

469 9 

506.1 

Net earnings per share 

104 

97 

88 

85 

91 

86 

12 

42 

295 

3.10 

Dividends per share 

Market price of 

.47 

42 

.47 

42 

47 

42 

47 

42 

1 88 

1 68 

common stock 

High 

68 3/4 

71 1/8 

67 3/4 

73 7/8 

63 

72 1/2 

57 

74 1/8 

68 3/4 

74 1/8 

Low 

56 7/8 

62 

59 5/8 

64 1/2 

55 1/2 

65 

49 7/8 

64 1/8 

49 7/8 

62 


(a) Before charges for depreciation 

0l> Includes an after-tax loss of $8 7 milium ($.05 per share) for a restructuring charge for 5VF. 

(c) Includes an after-tax loss of $87 I milium ($ 55 per share) related uy the improper treatment of oat supplies 

(d) Includes un after-tax loss of $47 0 milium (S 29 per share) (or rorruifurmg charges related to restaurant closings and Consumer roods munu/uttunng costs 

























ELEVEN YEAR FINANCIAL SUMMARY AS REPORTED 




May 3 ■ 

May 30, 

May 3^ 

May 26, 

May 27. 

May 28 

May 29 

May 31 

May 25. 

May 26. 

May 27 j 

In Million*, 1 

incept pat Shore Dciio 

t994 

im 

1992 

1991 

1990 

1989 

!96B 

1987 

1906 

E9JJ5 

1904 1 


Financial Results 


Laming* (to***) per share (a) 

i 2.95 

$ 3.10 

t 2.00 

$ 2.87 

$ 2 32 

$ 2 5.1 

$ 1.63 

S 1 25 

% 1 03 

% un 1 

1 24 

Hei urn t>n average equity 

17 7% 

39 1% 

39.9% 

49 2% 

49 5% 

60.0% 

41 1% 

11 4% 

215% 

(6 5)% 

19,0% 

Dividends per shore (a) 

i m 

1 68 

l 48 

1.28 

M0 

94 

80 

625 

565 

,56 

51 

Sales (hi 

G,>sL 5 and expenses 

8.516 0 

8,134 6 

1 111 8 

7,153 2 

6,448 1 

5,620 6 

5 J 78.8 

5,189.1 

4,586 6 

4,2852 

5.6008 

Cost of sales (b) 

Selling, general 

4,45112 

4,297 6 

4.1232 

3.722 1 

3,485 l 

3 j 1.4.8 

2,847.8 

2.834.0 

2.563.9 

2,4748 

3,165 9 

,ind administrative (b) 
Depreciation and 

2.ooa.4 

2,645 2 

2,504 5 

2,186.0 

2,138 0 

1,808.5 

1.710.5 

1,757 5 

1.547,2 

1 443.9 

1.841 7 

amortization (b) 

101.8 

274.2 

247.4 

218 4 

180,1 

152.) 

140 0 

131.7 

113 1 

110.4 

111 1 

[merest (b)(c ) 

99.2 

736 

58.2 

61 1 

32.4 

27 3 

37.7 

12,9 

388 

60.2 

61 4 

Earnings before income taxes th) 

753 3(c) 

844 0(0 

H44 J 

765 6 

6127 

517 5 

442.8 

433.2 

*2 i h 

195.9(h) 

398.7 

Met earnings (loss) 

Net earn mgs (loss) 

469 9 

506 1 

405.6 

4727 

181 4 

414 Kg) 

283.1 

222.0 

183 5 

(72.9X0 

2334 

as a percent of sales 

Weighted average number of 

5 5% 

6.2% 

6 4% 

66% 

59% 

7 4% 

5 5% 

4.3% 

40% 

am 

4 2% 

common shares (a) 

Taxes (income, payroll. 

150 1 

163.1 

165 7 

164 5 

164.4 

1619 

174.0 

177 5 

178 5 

I79 0 

L87 5 

property, etc ) per share (aXb) 

2.08 

3.14 

1.09 

2.77 

2.29 

1.98 

1 66 

l B0 

1.33 

1.00 

1 56 

Financial Position 

Total assets 

Land, buildings and 

5,198 1 

4,6508 

4.305 0 

1.901 8 

3,280 5 

2,888 1 

2,671 9 

2J80 4 

2.086 2 

2.662,6 

2.858 1 

equipment, net 

1.092.6 

2.859.6 

2,648 6 

2,241 3 

1,934 5 

1,588.1 

1,376 4 

1.249 5 

1,084 9 

956 0 

1.229 4 

Working L3pti.il at year end 
Long-term debt, excluding 

(702 9) 

*481 9) 

(337 n 

(190.1) 

(263,1) 

(197 ]) 

(2055) 

(57 1) 

41 6 

229 4 

244 5 

current portion 

1,417 2 

i .268.3 

920 5 

879,0 

688 5 

536.3 

361.5 

285 5 

458 3 

440 5 

362 6 

Stockholders' equity 

1,151.2 

1.218.5 

1,170 9 

1,113 5 

B09.7 

731,9 

648,5 

710.4 

682 5 

1.023 3 

1.224 6 

Stockholders equity per share U) 

7.26 

7 59 

8.28 

6.74 

4.96 

4 54 

3.88 

4.14 

381 

5.76 

6 76 

Other Statistics 

Cash provided h\ operations (b) 

816.0 

865 9 

790 4 

548,6 

657.1 

527 1 

329 9 

442 9 

466.5 

150,4 

236 1 

Total dividends 

2994 

274 8 

245 2 

210,6 

180.8 

154 4 

139.3 

110.8 

100.9 

100 4 

960 

Gross capital expenditures (d) 

539 5 

6238 

695.3 

554 6 

540.0 

442 4 

4 !" " 

329 1 

2449 

209 7 

282 4 

Research and development (bl 
Advertising media 

636 

60 1 

62 l 

570 

48.2 

41 2 

40.7 

38 3 

4] 7 

38 7 

63.5 

expenditures Lb) 

Wages, salaries and 

409 5 

3954 

426.8 

4196 

3949 

336 5 

345.9 

33O0 

317 0 

274 3 

349,6 

employee benefits (b) 

1,490,0 

1,433.2 

1,198 5 

1,331 6 

1,171,5 

987 l 

911,3 

958,6 

895,8 

860.2 

1,121 6 

Number of employees (b) 

125,670 

121,290 

111,501 

108,077 

97,238 

83,817 

74,451 

65,619 

62,056 

63.162 

80,297 

Accumulated LIFO reserve 

51.0 

60.3 

67 0 

75.9 

71.4 

65 5 

530 

51 5 

45.8 

47 5 

79 7 

v ommon stock price range (a) 

68 1/4 

74 1/8 

75 7/8 

60 7/8 

39 5/8 

33 7/8 

31 

28 

20 

15 1/8 

14 1/4 


49 7/8 

62 

54 1/4 

37 7/8 

31 V8 

22 1/8 

20 3/B 

18 1/2 

11 

11 7/8 

10 3/8 


fa) Years prfcii in 1991 have krn adjusird far the iwo-fot-one stack spii/s m November 1990 and P/Sb 

ifa includes amnrtmng epcrariunj only. year* prtiir to 1989 Include fac (Aicondnual cafeteria-style restaurant and frozen runvftks epcriUians, yean pnur to 1988 iruWr 
fFic dbtfvjtiruied sptfdaftv rtltttffag apparel (yKratiom, years prtor to 1987 include the tftscofitmurJ furniture operations, und years pn*w la 1985 include the dUaimjnwed 
toy, fashion and specially re/uifmg mm-apparrt ope rattans 

(j fnirrest expense is net t$interest income, yean pitot to are interest expense luiJv with interest income truluded in seeing, general and adm mist rail vc. 
id) Includes coital expendilu res p| connnuing opnctttons and diserinimued uperainms through the dale disposition was authorised, 

(ei IrnJudes pretax unusual expense of Sf 46 ( > million. 

1/1 Indli ties pi V ta\ r ttf nut a ring t fui rge (if £6 / 0 fflffffon 

(gI Imfudtt after-tax dwamumud operations income of ST 69 0 indium and t uimdative cjfect of accounting t fitmge charge of $700 miflkwi 
(Jo fndiuiev pretax tesiruitunng charge of $75.8 million. 

0) Im Judes after-tax discontinued dprrafkins t harge of $ J 881 mi if? on 


FINANCIAL DATA FOR CONTINUING OPERATIONS 


Fiscal Year Ended 


i |ti Milken Excapi per Shane Data 

Mc^aV \m 

May JO 1993 

May 31, 1992 

Moy 26, 1991 

May 27, 1990 

Sales 

$8,516.9 

$8,134,6 

$7,777.8 

$7,153-2 

$6,448. 3 

Earnings after laxes 

469.7 

506.1 

505 6 

464.2 

373.7 

Earnings per share 

2-95 

3,10 

3.05 

2.82 

2.27 
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(Innml Mill,' 1994 Annual Report 






Innovation. Speed. Commitment 


CONSUMER FOODS 
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